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THE PATH TO EFFICIENCY:

MAKING FEMA MORE EFFECTIVE FOR
STREAMLINED DISASTER OPERATIONS

THURSDAY, JULY 24, 2014

U.S. SENATE,
SUBCOMMITTEE ON EMERGENCY MANAGEMENT,
INTERGOVERNMENTAL RELATIONS,
AND THE DISTRICT OF COLUMBIA,
OF THE COMMITTEE ON HOMELAND SECURITY
AND GOVERNMENTAL AFFAIRS,
Washington, DC.

The Subcommittee met, pursuant to notice, at 2:30 p.m., in room
SD-342, Dirksen Senate Office Building, Hon. Mark Begich, Chair-
man of the Subcommittee, presiding.

Present: Senator Begich.

OPENING STATEMENT OF SENATOR BEGICH

Senator BEGICH. Thank you all very much for being here. I ap-
preciate it. Thank you for coming this afternoon. Again, this is the
Subcommittee on Emergency Management, Intergovernmental Re-
la‘fiions, and the District of Columbia. I will call the meeting to
order.

For the last year-and-a-half, this Subcommittee has examined a
number of critical issues affecting the emergency management com-
munity. Today, we are here to assess FEMA’s progress in its efforts
to balance timely disaster response and recovery with good stew-
ardship of the taxpayers’ money.

For example, since 2009, the DHS Inspector General (IG) has
documented the ongoing problem with the management of disaster
recovery spending, identifying $1.36 billion in potential cost sav-
ings. Within these IG audits, they have identified almost $276 mil-
lion in wasteful ineligible disaster recovery spending from 2009 to
2013.

Finally, this Subcommittee has reviewed the IG and the Govern-
ment Accountability Office (GAO’s) reports on the Federal Emer-
gency Management Agency (FEMA) workforce. FEMA’s workforce
is the greatest asset. The knowledge, skills, and expertise of
FEMA'’s workforce are critical to successfully working with disaster
survivors, State, local, and Tribal Governments. Yet, challenges
such as staff that lack the necessary qualifications and training can
result in inconsistent application of FEMA’s recovery policies. This
can lead to misspent wasteful spending and slower recovery. It is
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paramount that FEMA’s workforce be properly trained in order to
save taxpayer money.

Since the massive flooding that resulted from the ice breakup on
the Yukon last year, the Village of Galena, Alaska, has been on the
front lines of major FEMA response. Hundreds of FEMA respond-
ers have been tasked with helping Galena rebuild. But, we do not
expect every visitor to our State to fully understand the unique na-
ture of life in rural Alaska. Responders must be able to adapt.
Swift and efficient recovery cannot be supported by a workforce
that lacks experience with Tribal communities or has not planned
for high shipping costs and economic impact of increasing barge
traffic along the river.

These are a few of the issues from this Subcommittee’s research
that appear to be ongoing challenges. I am looking for further in-
depth conversation with our witnesses. We also will hear from
FEMA about the steps they are taking to fix these longstanding
issues.

Today, we will hear from the Department of Homeland Security
(DHS) Inspector General, FEMA’s Associate Administrator for Re-
sponse and Recovery, and the GAO. We will also get the perspec-
tive from outside government from an economist who specializes in
the economics of natural hazards. I look forward to an informative
dialogue on the lessons learned, the improvements made, and ex-
amples of best practices in efficiency and performance that can be
applied to FEMA.

Again, I want to thank all of you for being here today, and I
would like to go down the line here. I will introduce each one, and
then if you could give your testimony. And, again, all written mate-
rial will be, as requested, in the record, and I appreciate your time
here.

The first is the Honorable John Roth. He is the Inspector Gen-
eral for the U.S. Department of Homeland Security. Mr. Roth.

TESTIMONY OF HON. JOHN R. ROTH,! INSPECTOR GENERAL,
U.S. DEPARTMENT OF HOMELAND SECURITY

Mr. RoTtH. Thank you, Chairman Begich, and thank you very
much for inviting me here today.

My testimony today will focus on some high-risk management
challenges that we have identified in our recent audit reports and
in our ongoing work with regards to FEMA. I will also discuss our
new, more proactive approach to audits designed to identify prob-
lems earlier in the disaster recovery cycle.

As I know you are keenly aware, FEMA faces a daunting task:
To be ready for anything, anywhere in the United States and its
Territories. FEMA’s Public Assistance Program is immense, with
FEMA reporting over 100,000 applicants with projects worth ap-
proximately $50 billion. FEMA has obligated about $10 billion an-
nually from the Disaster Relief Fund (DRF) to deal with these dis-
asters. This does not count Hurricane Sandy, which will cost the
Fund many more billions of dollars.

We audit about $1.2 billion of these costs each year. We have de-
termined that, generally, communities improperly spend about 23

1The prepared statement of Mr. Roth appears in the Appendix on page 25.
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percent of the grant funds that we audit. Therefore, we estimate
for this year, our Disaster Grant Audits will identify or prevent
about $300 million in improperly spent disaster assistance.

Attached to my testimony today is our most recent Capping Re-
port, summarizing the work we have done in fiscal year (FY) 2013.
As we have in the past, we continue to find problems with grant
management and accounting, ineligible and unsupported costs, and
noncompliance with Federal contracting requirements. A signifi-
cant issue this year was insufficient insurance required to protect
grant recipients from future losses. We also noted a sharp increase
in questioned costs for ineligible contracting procedures.

In the past, my office has focused much of its efforts on auditing
past transactions. This, as you note, has led to more than a billion
dollars in questioned costs and funds pout to better use. Unfortu-
nately, once that money is spent, it is often too late to recover the
funds or correct the underlying problems.

Therefore, we are in the process of transitioning to a more bal-
anced audit portfolio approach. Our new proactive approach is in
four phases.

First, we deploy our Emergency Management Oversight Teams.
These teams accompany FEMA during the initial response to Presi-
dentially declared disasters. We expect to do about five of those
this year.

Second, we anticipate conducting about 20 Capacity Audits early
in the recovery phase, before applicants have spent significant
amounts of Federal funding. These audits will assess whether com-
munities and other applicants have the capacity to properly admin-
ister the grant funds. Our recommendations will focus on cor-
recting weaknesses to prevent applicants from misspending Federal
funds before they are spent.

Third, we anticipate conducting about 20 Early Warning Audits
later in the recovery phase. These audits will determine whether
applicants are, in fact, accounting for and expending FEMA grant
funds correctly. The early reporting of noncompliance should enable
communities to take actions to correct or at least mitigate the fi-
nancial impact of noncompliance.

And then, last, we anticipate conducting about 20 traditional
Disaster Grant Audits. We typically perform these audits once the
applicant completes most of the disaster work.

Thus, under our new approach, fewer than a third of our audits
would be considered to be traditional audits done after the money
was spent, and the bulk of our work is done to try to prevent
misspending of FEMA funds.

I am encouraged by the fact that FEMA officials have imple-
mented corrective measures to address issues we identified in our
past reports. FEMA recognizes that applicant noncompliance with
Federal procurement standards continues to be a significant source
of findings and questioned costs.

As a result, FEMA has developed and is implementing a new
Procurement Disaster Assistance Team. The team will provide as-
sistance to applicants in advance of contract awards to reduce pro-
curement violations.

Additionally, FEMA’s Recovery Directorate plans to establish a
section dedicated to responding to, implementing, and learning
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from the Office of Inspector General (OIG) audits. FEMA has al-
ready completed a 3-year look-back analysis of our audits to help
set policy priorities and plans to activate the new section by the
end of this fiscal year.

Mr. Chairman, this concludes my prepared statement. I welcome
1e’llny questions you or other Members of the Subcommittee may

ave.

Senator BEGICH. Thank you very much.

Let me move to the next speaker, if I can, Joseph Nimmich, who
is the Associate Administrator for Response and Recovery at the
Federal Emergency Management Agency, which is part of the De-
partment of Homeland Security.

TESTIMONY OF JOSEPH NIMMICH,! ASSOCIATE ADMINIS-
TRATOR, OFFICE OF RESPONSE AND RECOVERY, FEDERAL
EMERGENCY MANAGEMENT AGENCY, U.S. DEPARTMENT OF
HOMELAND SECURITY

Mr. NiMMICH. Good afternoon, Chairman Begich. Thank you for
the opportunity to testify before you today.

I appreciate the oversight that this Committee provides. Your
guidance, along with the recommendations of the Government Ac-
countability Office and the DHS Inspector General, reinforces
FEMA'’s ability to provide critical service to the American people
while eliminating waste, fraud, and abuse. You are the voice of
those we serve, and your findings enable us to better meet the crit-
ical needs of survivors, States, Tribes, and local communities to
prepare for, protect against, respond to, recover from, and mitigate
the impacts of disasters.

Increased efficiency is a worthwhile goal for any and all organi-
zations and we are committed at FEMA to streamlining our proc-
esses to improve the services we provide. While the challenge of in-
creased efficiency crosses all sectors, it is important to realize the
unique challenges associated with the rapid delivery of lifesaving
and life sustaining services in disasters.

Many of the issues raised by this Committee are symptoms of
more systemic problems. I want to assure you that we are com-
mitted to addressing the underlying causes and not just the symp-
toms. With a firm understanding of these issues, FEMA is devel-
oping solutions to our most significant challenges. We continue to
seek ways to be more efficient stewards of appropriated resources.
But, we must balance that need with the need to quickly and di-
rectly provide services to disaster survivors to help them recover
and rebuild.

FEMA'’s reforms are focused in three major areas: Building the
capacity, competency, and capability of FEMA’s workforce; the con-
sistency and complexity of FEMA’s business processes; and the
ability to use information and data for rapid situational awareness
and effective decisionmaking. I would like to take a moment to talk
about each of these in greater detail.

FEMA is focused on its workforce and better managing, training,
and equipping each member. Much of what the IG and the GAO
indicate as improper cost or contracting procedures are sympto-

1The prepared statement of Mr. Nimmich appears in the Appendix on page 63.
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matic of a disaster workforce that has not received the training and
tools it needs to perform to its full potential and provide grantees
critical information at the time of decision.

As a case in point, in the last 3 years of IG Capping Reports, the
IG identified a systemic problem in sub-grantee contracting proce-
dures. We identified the root cause of these discrepancies and im-
plemented improved training and workforce oversight to correct the
issues. To address the immediate needs of local communities,
FEMA implemented a Temporary Response Team of contract attor-
neys to deploy within the first 48 hours of a disaster to support
grantees and sub-grantees to ensure their actions are consistent
with the Federal Acquisition Regulations (FAR). This will eliminate
the problem of deobligating funds well after the event.

Through the new FEMA Qualifications Standards and Cadre
Management System, we will institute a more permanent fix, en-
suring that each employee is provided the training and experience
necessary to perform their job while holding them accountable to
provide disaster survivors accurate information to rebuild their fu-
ture.

Workforce development takes time, but good management and
accountability cannot wait. We are committed to making clear pol-
icy-driven decisions that are correct the first time.

To better allocate resources, FEMA is strengthening the connec-
tion between strategy, budget, and execution through a comprehen-
sive resource management system. FEMA is increasing its focus on
performance metrics and linking performance allocations to out-
comes to ensure the most effective use of the funds provided.

The recently released FEMA Strategic Plan for 2014 to 2018 pro-
vides aggressive performance goals for each of the 16 key priority
outcomes the plan requires. The Strategic Plan reaffirms FEMA’s
commitment to its guiding principles and sets new priorities de-
signed to strengthen its organizational foundation. The plan fo-
cuses on getting back to basics, streamlining policies, improving
our information technology (IT) systems and security, and strength-
ening the workforce. Building on a solid foundation will enable
FEMA to identify additional efficiencies and ensure issues identi-
fied today do not become tomorrow’s challenges.

FEMA is committed to addressing the need for effective data
management analytic capability by making our IT systems more
capable, secure, and resilient. The better use of data analytics will
provide early reliable basis for decisions. Better business systems
will provide consistency and transparency.

We continue to make extensive efforts to address and improve
our programs and ensure they are efficient, effective, and meeting
the critical needs of survivors.

Mr. Chairman, on behalf of Administrator Fugate and the entire
FEMA leadership team, I want to thank the Committee for your
focus on these important issues and the opportunity to testify be-
fore you today, and I look forward to any questions you or the Com-
mittee may have.

Senator BEGICH. Thank you very much.

The next person we have on the list is Mr. Christopher Currie.
He is the Director of Homeland Security and Justice Issues at the
U.S. Government Accountability Office.
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TESTIMONY OF CHRISTOPHER CURRIE,! ACTING DIRECTOR,
HOMELAND SECURITY AND JUSTICE ISSUES, U.S. GOVERN-
MENT ACCOUNTABILITY OFFICE

Mr. CURRIE. Chairman Begich, thank you very much for the op-
portunity to be here today to discuss ways to strengthen FEMA dis-
aster operations.

Mr. Chairman, today, FEMA’s preparedness, response, and re-
covery missions are larger, more expensive, and more complex than
ever before, and the future is not looking any easier. Extreme and
rare weather events are now expected to be the norm and it is very
difficult for FEMA to budget and manage in such an uncertain and
reactive environment.

While FEMA cannot control disasters or always predict them, it
can work to make sure programs are more effective and efficient.
In the years since Hurricane Katrina, FEMA has made much
progress in responding to disasters. However, we have also re-
ported on areas where it could continue to improve. This afternoon,
I would like to drill down into two of those areas.

The first area is FEMA’s administrative costs, or what it costs
FEMA to deliver disaster assistance to State and local commu-
nities. Examples of this include salaries, travel, and other support
costs for FEMA employees deployed to disaster locations, and rent
and other costs for operating its joint field offices in these locations.

As disaster costs have risen, so have these costs. In September
2012, we found that average administrative cost percentages had
doubled in the last 20 years for disasters of all sizes. To put this
in terms of real dollars, our analysis shows that of the $95 billion
spent on major disasters from 2004 to 2013, $12.7 billion, and that
is about 13 percent, were FEMA’s administrative costs.

Recognizing these rising costs, FEMA issued guidance and tar-
gets for managing administrative costs in 2010. However, we found
that FEMA did not require these targets to be met and 37 percent
of disasters exceeded those targets. As an example, for large disas-
ters costing between $500 million and $5 billion, FEMA’s target for
administrative costs is between 8 and 12 percent of disaster spend-
ing. However, 4 out of every 10 disasters we looked at had costs
above 12 percent.

Now, we recommended that FEMA implement required goals for
administrative costs and monitor how well they achieve these
goals. As of this month, FEMA was still considering options for ad-
dressing this recommendation, but has taken it very seriously.
While it is difficult to control the overall costs of disasters, it will
be important for FEMA to monitor its own costs to ensure that it
is as efficient as possible.

The second area I would like to discuss is opportunities to
strengthen FEMA’s workforce. The increasing number, size, and
complexity of disasters requires a larger Federal disaster work-
force. During Hurricane Sandy, more than 17,000 Federal per-
sonnel, including more than 7,000 FEMA staff, were sent to the af-
fected area in one of the largest deployments ever. FEMA’s after-
action report self-identified that workforce readiness for an event
like Hurricane Sandy was a challenge.

1The prepared statement of Mr. Currie appears in the Appendix on page 76.
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Just as examples, just prior to Hurricane Sandy, FEMA found
that 28 percent of its disaster positions were vacant. Also, deploy-
ing so many staff nearly exhausted the number of available per-
sonnel. According to FEMA, a month into the response, by Novem-
ber 2012, it had only 355 of its almost 7,000 total reservists—that
is 5 percent—available to deploy, because the others were either al-
ready deployed or not available for deployment.

We have also reported on broader human capital issues at FEMA
and have made a number of recommendations. For example, we
found that FEMA could better collect and analyze agency-wide
workforce and training data and recommended they develop mecha-
nisms to do that.

Regarding its Disaster Reserve workforce, we have also rec-
ommended that FEMA better define its criteria for hiring and com-
pensating these employees and ensure that they are qualified. Also,
we have recommended they better monitor how these employees
implement disaster assistance policies across the country to ensure
consistency.

FEMA has made progress in addressing our recommendations
and has efforts underway to strengthen how it manages its per-
sonnel. As part of our ongoing work for you, we will continue to
evaluate these efforts.

This completes my prepared remarks. I would be pleased to an-
swer any questions you have.

Senator BEGICH. Thank you very much.

Next, we have Daniel Sutter, a Professor of Economics at Troy
University. Please.

TESTIMONY OF DANIEL SUTTER,! PROFESSOR OF ECONOM-
ICS, JOHNSON CENTER FOR POLITICAL ECONOMY, TROY
UNIVERSITY

Mr. SUTTER. Chairman Begich, thank you for the invitation to
discuss the need to make FEMA more efficient for effective disaster
response. I appreciate the opportunity to testify today.

The enormous generosity of Americans is never more evident
than in the aftermath of natural disasters, and naturally, some of
this assistance will be channeled through the Federal Government.
Today, I would like to make three points about increasing efficiency
in disaster response.

First, FEMA currently assists with many smaller events, which
threatens the availability of assistance when most needed.

Second, the damage threshold for Federal assistance should be
raised and tied to per capita personal income to avoid FEMA hav-
ing to respond to so many smaller disasters.

Third, a more thorough assessment of the potential for State and
local governments to respond should inform the establishment of a
new threshold for Federal assistance.

I would like to expand on each of these points. First, the point
about minor disasters dissipating resources. Too many events are
being declared major disasters. Presidents have declared an aver-
age of 60 major disasters per year since 1996, an average of more
than one per week. The GAO has found that 36 percent of these

1The prepared statement of Mr. Sutter appears in the Appendix on page 90.
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declarations between 2004 and 2011 involve less than $10 million
in Federal assistance, demonstrating that these weekly disasters
do include some relatively small events. These events dissipate
FEMA'’s resources and energy.

Disasters with total assistance under $50 million have distress-
ingly high administrative costs, as the GAO has shown, at an aver-
age of 20 percent, compared with 12 to 13 percent for larger dis-
aster declarations. And, administrative costs exceeded total Federal
assistance for 12 recent smaller disasters. We pay a high price for
having FEMA assist with these relatively small events.

Second, the public assistance damage threshold should be raised.
FEMA public assistance to State and local governments introduces
third-party payment to disaster response. Third-party payment is
well known to increase costs due to the problem of moral hazard.
Rising administrative costs, improper payments, identified by the
Office of Inspector General, and the professionalization of State
and local emergency management in pursuit of Federal disaster as-
sistance, as noted by the GAO, all reflect, I think, this third-party
cost inflation. Third-party payment should be avoided whenever
possible, and by limiting FEMA assistance to truly major or unan-
ticipated disasters would allow this.

The low damage threshold FEMA uses to evaluate Governors’ re-
quests enables the declaration of small events as major disasters.
FEMA set a threshold of $1 per capita for statewide damages in
1986 and has adjusted this for inflation since 1999. The threshold
for public assistance should have been tied to per capita income
since 1986, consistent with the normalization of disaster losses by
natural hazards researchers. The GAO found that 44 percent of all
declared disasters between 2004 and 2011 would not have met an
income-adjusted threshold.

Third, I think the Federal assistance should be based on a better
assessment of State and local capability. FEMA set the $1 per cap-
ita threshold somewhat arbitrarily in 1986, so a significant revision
need not be tied to this baseline.

A more thorough assessment of the potential for State and local
governments to respond to disasters should be undertaken. Finan-
cial instruments allow State and local governments to tap into pri-
vate sector capital and to cover disaster losses. For instance, public
assistance covers several categories of costs, including property and
equipment, debris removal, and emergency protective measures.
Adequate insurance can cover the property and equipment losses,
increasing government’s ability to meet any disaster.

Furthermore, new financial instruments, like weather derivatives
and catastrophe bonds, have emerged since 1986. Although pri-
marily to date used by businesses or insurers to help manage
weather and catastrophe risk, these financial instruments could
help state and local governments pay for personnel expenses, de-
bris removal, and other costs. Establishing a damage threshold in
consideration of the financial instruments now available to State
and local governments would help ensure that Federal assistance
is available and there when truly needed after major disasters or
unexpected disasters.
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By avoiding third-party cost inflation and providing better incen-
tives for State and local governments to prepare, a reduced Federal
role will also help stem rising disaster costs for the Nation.

Thank you, Senator Begich, and I want to thank again the Com-
mittee for the opportunity to testify today.

Senator BEGICH. Thank you very much. I made some notes. I
want to come back to you with some questions, but you bring up
some intriguing ideas.

Let me first start, with you, Chris, and that is it was interesting,
your data points in regards to administrative costs and what you
are seeing, or the growth in it. I guess one of the questions, first,
is in 2010, you had mentioned the targets that were set or agreed
to, and they were not mandatory, but they were targets or goals.
And, you had indicated about 37 percent of them exceeded those
targets in some form or another.

What was the main cause, if you can recall, what forced them to
exceed that, I guess? What was the driver? For example, if I can
pause you for a second, I know in Alaska, in a rural area, you will
have some unusual shipping costs, air costs, barge costs. But, was
there a common denominator in that, or——

Mr. CURRIE. Chairman Begich, we have not actually looked at
the common denominators, but you are absolutely right. I mean,
each disaster in and of itself is very different. So, each disaster has
its own story as to why it costs what it costs.

I did want to say that these costs are not requirements. FEMA
does not require them because they want to allow flexibility for the
Federal Coordinating Officers——

Senator BEGICH. Right.

Mr. CURRIE [continuing]. To make the decisions they need to
make in that case of a disaster. But, I think one of the causes, obvi-
ously, is the rising number of personnel that are required to re-
spond to these disasters

Senator BEGICH. Because the disasters are bigger, or that is
what we are doing?

Mr. CURRIE. I think it is both, sir. I think, obviously, in the case
of, Hurricane Sandy, FEMA deployed more than 7,000 people. That
is travel. That is lodging costs. That is very expensive.

Senator BEGICH. Yes.

Mr. CURRIE. But, also, the assistance that is being provided is
much greater, even in smaller disasters. And, I would also argue,
in smaller disasters, you do not have the economies to scale that
you have in larger disasters. So, it is common to see administrative
cosltis be much higher as a percentage in those smaller disasters, as
well.

Senator BEGICH. You heard the commentary just at the end here
regarding maybe raising those thresholds. Did you look at any of
that kind of information, of what impact that would have, or——

Mr. CURRIE. Oh, on administrative costs, sir?

Senator BEGICH. No. Raising the thresholds on what kind of dis-
aster

Mr. CURRIE. Oh, right. Absolutely. We have an extensive body of
work on that, and our position is that FEMA has not adjusted the
per capita indicator to account for inflation and personal income,
and had they done that, it would be much higher than it is today.
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And, if that had been the case, then many of the smaller disasters
may have not been declared.

However, I think what is very important is—and what we have
advocated for—is that FEMA take into account other factors be-
sides the per capita indicator. Every State is very different and has
a different way of responding to disasters and different capabilities.

So, in Alaska, for example, the costs of getting the assistance to
where it needs to get may be much higher

Senator BEGICH. Right.

Mr. CURRIE [continuing]. And that could be something that needs
to be factored into the decision of when a disaster is declared.

Senator BEGICH. Again, I do not mean to monopolize your time,
but I want other people to be thinking about these answers as I
am walking through them with you. You are the front-end person.
For example, would it be logical to say, here is some baseline—
maybe it is income, maybe it is per capita—but then look at more
regional and the impacts.

For example, in Alaska, going to Galena is not like going from
here to Baltimore.

Mr. CURRIE. Right.

Senator BEGICH. So, you have a different kind of impact. If you
are going to move people there, it could take you three plane trips,
if the weather is good, to get you there. Or, you might end up mov-
ing equipment by a barge rather than a truck.

Mr. CURRIE. Right.

Senator BEGICH. Do you think there is a formula that should be
looked at instead of a one-size-fits-all? Even though in a lot of cases
FEMA has flexibility, is it to say, here is our baseline that we real-
ly need to be focused on to raise this threshold of what we consider
a disaster, but keeping in mind that even though it may be a—like,
Galena, to a lot of others, might have been a small disaster, but
for the community, it wiped it out. So, in their view, it was big. So,
do you think there is a way to have some sort of formula in there?
And, then, I am going to jump down the row here. But, do you——

Mr. CURRIE. I think that has been the goal, sir, with the per cap-
ita indicator, is to have a baseline. And, what we have argued is
that, not that the per capita indicator is bad, but

Senator BEGICH. By itself, it is bad.

Mr. CUrrik. Well, by itself, exactly——

Senator BEGICH. Right.

Mr. CURRIE [continuing]. It is bad. And, the fact that, by itself,
it has not been adjusted to take into account other factors. But, cer-
tainly, FEMA could take into account many other factors if it chose
to do so. I know it is considering options, because we actually rec-
ommended that they do this and we have an open recommendation.
I know they are

Senator BEGICH. When did you recommend that?

Mr. CURRIE. This was in 2012.

Senator BEGICH. OK. Let me ask John, and then I am going to
go to you, Joe, in a second. Do you want to respond? You heard the
conversation here to those questions, and I have some other more
specific for you, but do you have any thought about that as you
looked at doing an IG report and what that means and the impacts
of small versus larger disasters?
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Mr. RoTH. Right. I mean, certainly, as far as the threshold for
a Presidential declaration, we have done some work on that, also,
in 2012. Very similar results to GAO——

Senator BEGICH. OK.

Mr. ROTH [continuing]. That it has not been indexed for inflation,
that it has resulted, of course, in a creep up of the number of Presi-
dentially declared disasters, which, of course, then increases the
size of the Disaster Relief Fund.

Senator BEGICH. Right.

Mr. RoTH. I think we ought to recognize that the statute does not
require a specific formula. It simply requires FEMA to analyze
whether or not the States have the capacity to respond

Senator BEGICH. To deal with it.

Mr. ROTH [continuing]. To a specific disaster. The rule of thumb
has been the amount of damage that has occurred as a result of
the disaster, but certainly factoring in things like the cost of recov-
ery for a disaster could be one of the factors that they look at.

Senator BEGICH. OK. Joseph, do you want to——

Mr. NiMMICH. Yes, sir. Well, first——

Senator BEGICH. I wanted to give them an opportunity to lay it
down for you, and then maybe you could respond to it.

Mr. NiMMICH. Thank you, Senator, and first——

Senator BEGICH. Daniel set it up, so I think

Mr. NIMMICH [continuing]. We need to be very specific here that
the threshold is not the only element that is considered. The 44
CFR requires several elements, and some of which you have de-
scribed, Senator, in terms of the effect on the community. Some of
the issues with raising the threshold indicators involves the dy-
namic between rural States and larger States that have larger ca-
pacity.

We are, in fact, as a result of the GAO audit and the IG audits,
looking at and working with States at the moment to be able to
identify what is the right set of criteria, but it is a multiple set of
criteria. The Stafford Act prohibits a formula. The threshold is just
one indicator. There are disasters that have been denied even
though a State may have made the threshold because other factors
indicated that it was well within the State’s capabilities.

Senator, one of the things that we really need to understand,
there has been a drive for States to be able to get more disasters,
that States have had difficulty during the last several years with
the economy to be able to get that.

Senator BEGICH. Got you.

Mr. NiMmMICH. What we are

Senator BEGICH. Do you think that is one of the drivers, that
they saw——

Mr. NIMMICH. Sir, a lot has to do with population shift, the infra-
structure that is being developed. There are multiple factors that
go into it. Some of it, you heard, the severity of storms.

FEMA is working very closely with the States to have non-Staf-
ford Act capabilities. There is an awful lot that the National Vol-
untary Organizations Active in Disasters (VOADs), the voluntary
organizations, that other agencies provide short of a Stafford Act.
The goal has always been to try to get to a Stafford Act declaration
because that opens up the DRF. But, we are really working with
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States now to be able to identify where they have capability that
they can use, both from the Federal Government, voluntary organi-
zations, and their own, to be able to reuse grants and other capa-
bilities that we take the drive away.

We are also looking at what are those initial indicators for the
threshold, and then the obligations that actually come in long
afterwards to see if, in fact, the thresholds, while may appear low,
are really, because of the way we assess damage, really are a right
level, or are we finding that States are trying to get to that thresh-
old in order to get there——

Senator BEGICH. Got you.

Mr. NIMMICH [continuing]. But when we see the obligations later,
they are much lower. All of these are being taken into consider-
ation as we move toward a proposal that GAO has asked for. We
owe GAO an answer by the spring of 2015——

Senator BEGICH. OK.

Mr. NIMMICH [continuing]. And we are moving in that direction,
but we are consulting with the National Emergency Management
Association (NEMA). We need to consult with the Tribes and other
people that have implications now that they may not have had be-
fore.

Senator BEGICH. Let me, if I can, I am going to jump back to you,
John, if that is OK? I am going to move around a little bit here.
But, one of the things in our analysis, we found 40 open disasters,
some 10 years old, or 12 of the disasters declared before 1999. I am
assuming—and this actually kind of goes back to one of the things
Christopher said on administrative costs—the longer these are
open, there is an accumulation of administrative costs, operational
costs just to maintain these open accounts.

Is there something that FEMA could do better to—I know when
I was mayor and we had things that were—I mean, if we had
grants, and sometimes they were obligated but unobligated, we
would look at these projects and determine if they are reality or
not, or if what is happening is a department—in my case as
mayor—a department is stretching the money in order to take off
their two points or three points for administrative overhead and
then say, “Oh, we are working on it still,” and, really, they will
never have enough money to do it, or they have done it and they
are just waiting for other claims that might come forward.

What is your thought here? Is there something more we could be
doing, or FEMA could be doing, and, it is always hard when you
have a community who has this money sitting there to say, you
have not used it in 15 years. And, they will always—I know this
as a mayor—you are always going to have a reason why it still
should stay there.

Mr. ROTH. You raise very good points. We are doing an audit on
this very specific issue, a systemic audit to understand the root
causes of this. I will say that when we do an audit and we see un-
obligated funds that we do not think there is a likelihood of ex-
penditure on, we will advise or recommend to FEMA that they
deogligate the money, put it back into the DRF so it can be
used——

Senator BEGICH. And, that is in process now, that review you
just described——
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Mr. RoTtH. Correct.

Senator BEGICH [continuing]. Or is it something you do on a reg-
ular basis, or is it just something that you have added in?

Mr. RoTH. Both.

Senator BEGICH. OK.

Mr. ROTH. So, in any audit that we do of any project, if we see
money that is unlikely to be spent, we recommend that it be
deobligated, first thing. Second——

Senator BEGICH. Can I pause you there on that——

Mr. RoTH. Of course.

Senator BEGICH. Do you go back and see what FEMA’s compli-
ance to that is on that kind of recommendation, what their percent-
age of compliance is?

Mr. RoTH. Yes. We track every recommendation that we do. We
do followups with FEMA over time

Senator BEGICH. What would you say on that one, for example,
is it 20 percent of the time they take that recommendation, 100
percent of the time, or

Mr. RoTH. Off the top of my head, I would not be able to give
you an answer.

Senator BEGICH. Could you provide that for us?

Mr. RoTH. Absolutely.

Senator BEGICH. I would just be curious, because that is an in-
teresting recommendation. If you say, here is this money, you view
it as not usable, I am assuming, then, FEMA always has the oppor-
tunity to put their reason why they still need to keep it, but, I
would be curious on those recommendations.

But, then you had a second piece. I did not mean to interrupt
you.

Mr. RoTH. Certainly. And, then, we are doing a systemic audit
to look at the root causes of this.

Senator BEGICH. Good.

Mr. RoTH. That is currently in process. And, I guess my third
point here would be that, The way the system works is that you
have grantees, who are the States, and then you have sub-grant-
ees, who are these localities. Neither the State nor the sub-grantee
have any inherent interest in turning that money back.

Senator BEGICH. No, I know this. [Laughter.]

Mr. RoTH. And, the States, as the entities that are supposed to
be administering these, I think we ought to be a little more

Senator BEGICH. Aggressive.

Mr. ROTH [continuing]. Aggressive in ensuring that they are
looking at these projects, actively managing the projects, and they
get FEMA money to do that management, and recommending when
there are projects that need to be closed out, that we close them
out.

Senator BEGICH. I am going to one more, and again, I want to
keep a little flexibility here for folks to respond and so forth, but
I want to get a couple more questions in and watch our time at the
same time.

In doing our research, one thing that we noted was the DHS OIG
website does not have a data system that provides either Congress
or the general public kind of what comprehensive records, status
and recommendations. Can you tell me, is there something that
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you could do—and when I say “you,” your agency—do to make that
more transparent, at least to Congress so we have better access,
and obviously a broader perspective, to the public. What would you
recommend, or are there thoughts that are in process now, that you
are looking at this issue? And, you know what I am referring to
is the transparency of this.

Mr. RoTH. I do, and, in fact, I saw that in the staff report

Senator BEGICH. Right.

Mr. ROTH [continuing]. That was issued. I think that is a very
good point——

Senator BEGICH. Good.

er. ROTH [continuing]. And, candidly, it is one I had not thought
of.

Senator BEGICH. OK. So, it is one that seems reasonable?

Mr. RoTH. Absolutely, and so I have directed my staff to start to
take a look at these issues
Senator BEGICH. OK.

Mr. ROTH [continuing]. And to ensure that we do a little better
on metrics, making those metrics public

Senator BEGICH. Good.

Mr. ROTH [continuing]. As far as the number of recommenda-
tions, the age of the recommendations, and what specific

Senator BEGICH. And what is the status?

Mr. ROTH [continuing]. Whether they have been closed out,
whether FEMA agrees——

Senator BEGICH. Right.

Mr. ROTH [continuing]. Disagrees with the recommendations.

Senator BEGICH. Will you let the Committee know if you have
some challenges in trying to—if there is something that is coming
up that you think we could be helpful in helping make that hap-
pen. I think that is a great the more people know that, obviously,
Committee, but the public understand, because I think as we con-
tinue to have—and I think it was very clear by almost everyone
here, the testimony of the amount and the size of these disasters
are increasing, and some of the calls we start to get now are, well,
what happened to such and such grant, and I understand there
was an audit, and then they say, well, what happened to that, and
more access is better. So, if there is anything we can assist in that,
but I think it is great you are looking at this.

Mr. ROTH. I could not agree more. Thank you, Senator.

Senator BEGICH. You bet.

Let me, if I can, Joe, you heard the conversation in regards to
the disasters that have open-ended, pre-1999, so forth, long-term
ones. Give me your thought on that response. Do you agree with
the IG in regards to how you can handle these, or what we can do
better? The other audit they are doing, which will, hopefully—it
will be very interesting to see is there, again, a common denomi-
nator? What is the root problem of these? Are they independently
very different or is there something across the board? Can you give
me some comment.

Mr. NIMMICH. So, sir, some of the disasters that are open for 10
years have reasons that they are open for 10 years, and sometimes
it is litigation and other issues that are going on. Of those that are
open over 10 years, there are three significant ones. The vast ma-
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jority, I would say, the highest percentage of the costs or obligated
money—unobligated money—exist around the 9/11 disaster, exist
around the 1994 earthquake, and exist around Hurricane Irene,
the first one back in the 1990s. So, these three disasters

Senator BEGICH. Can I pause you on that?

Mr. NiMMICH. Yes, sir.

Senator BEGICH. I recognize those are major ones, but at some
point, you have to close them out. I mean, that, to me

Mr. NIMMICH. So, that comes to the issue, Senator, which is it
is a joint issue on closing it out. Now, you mentioned the fact that
management costs continue.

Senator BEGICH. Right.

Mr. NiMMmICH. There is a ceiling on the management costs, a cer-
tain threshold that they stop at a certain point unless they ask for
an extension or an increase in those management costs.

Se(l)lator BeGIcH. Have you ever granted them on those three big
ones?

MraNIMMICH. I cannot answer that, sir. We can answer it for the
record.

Senator BEGICH. I would like that.

Mr. NIMMICH. So, once the management costs reach a thresh-
old—but, this is a joint effort. The States need to provide the infor-
mation so we can close out each of those, and there may be only
specific project work items that are inside there, that we are look-
ing for that information to be able to close it out.

Senator BEGICH. How do you incentivize the States to do that,
because I am going to be very blunt with you. As a former mayor,
a city of 300,000 people, a billion-dollar budget, we covered 1,900
square miles of city, if there is no incentive, I am going to keep
that on the books, because—there are a lot of reasons why I will
keep it on the books. One, it helps my balance sheet, to be frank
with you, when I am doing bonding and other things. I have all
this money sitting there. That is one little piece. But, the second
is, I do not want to give it back to you. If I give it back, I will never
see it again.

So, what is the incentive to tell the States—or the locales, but
in most cases States—to get off the dime and close it out and do
their work?

Mr. NIMMICH. So, Senator, you used the right word, “incentive,”
because most everything that has been proposed for close-outs—
and, I need to make the point that since 2011, Administrator
Fugate has had us focus on this and we have returned tens of mil-
lions of dollars each year and have closed out over 50 percent of
the open——

Senator BEGICH. Open disasters.

Mr. NIMMICH [continuing]. Disasters. But, there are still quite a
few, as you know.

Senator BEGICH. Right.

Mr. NIMMICH. So, incentives are tough. Most of what everybody
proposes are disincentives, either termination at a certain period in
time, which may not be the correct answer if, in fact, you have
valid project works that are open. And, prior to the Sandy Recovery
Improvement Act (SRIA), sir, the repairs had to be done, and we
are working on repairs over time. Some of the road repairs, some
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of the repairs that we are looking at can take 10 years or 12 years
to actually make, until we have adjusted the final costs.

So, incentives are the right way to go. It is a real challenge when
you are offering a State or a sub-grantee some additional money
that they do not need to have for the repair of that issue. Again,
with the pre-SRIA requirements that are in the legislation, we
really do not have a way of doing that. So, we are open to sugges-
tions on incentives.

Senator BEGICH. Good.

Mr. NiMMmICH. The reality is, there are some disincentives we
could put into the program. As you well know, States do not want
to see disincentives in terms of losing money that they may actu-
ally be able to use, even though it has taken a long time.

Senator BEGICH. Right, but we have disincentives in a lot of pro-
grams. The Highway Trust Fund money, if they do not use it, at
a certain point, they can be deobligated very quickly, even if it is
obligated. There are disincentives with the CDBG money. I mean,
as a former mayor, I remember we had a goal. If we received these
monies, we have to move them. And, disasters, in the moment, they
are complicated, but once you get past the crisis moment, it is a
project. There are timelines.

Mr. NiMMICH. It is a project, sir, but to put it in reference, FEMA
is an insurance company, and every time you and the client deal
with an insurance issue, there is always debate over what was cov-
ered, what should be covered, and some of those debates go on for
a very long period of time.

Senator BEGICH. Let me just say, I had a small disaster in my
house in Anchorage and the insurance company made sure I closed
it out. So, the incentive was, we are closing it out. That was the
incentive, so get my work done. Actually, we closed it out so fast
that they had not done their final inspection and we got paid. So,
that was good. But, this is an area we are interested in, be-
cause——

Mr. NiMMICH. Yes, sir. We look forward to working with the
Committee on identifying ways to more rapidly close out disasters.

Senator BEGICH. OK, because it is an obvious thing what hap-
pens, is we hear from people and they go, 15 years, that money has
been sitting there. What the heck is going on?

Daniel, I want to ask you a question. I thought it was inter-
esting, and you called them weather derivatives and catastrophic
bonds. Are most of those applied for by private corporations, not
local governments or State governments?

Mr. SUTTER. Yes. Those financial instruments have been usually
used either by companies or insurance companies.

Senator BEGICH. I kind of ask you this and maybe, Joseph, you
can answer this, too—is there an opportunity to have a hybrid
partnership, maybe that between local governments or State gov-
ernments to utilize these kind of bonds in conjunction with disaster
preparedness? I do not know the answer to this. I am just asking
this question, because it would seem—I know when we did cata-
strophic liability issues within the city, we had a threshold covered
out of our self-insurance fund, then we had another threshold that
was insured, and then above that, another level.
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Is that a model or an opportunity, I guess, to do some demonstra-
tion capacity projects in regards to these types of bonds with local
governments or State governments? Who would like to—Daniel,
maybe, and then Joseph.

Mr. SUTTER. I think that, certainly, there could be some hybrid
or new types of instruments that might be derived. There could be
some kind of cost sharing or self-insurance amongst different
States that could seek to share some of these costs. I think, cer-
tainly, weather derivatives have a good possibility to use here, be-
cause they are used in some ways to substitute for insurance

Senator BEGICH. Right.

Mr. SUTTER [continuing]. On things that would otherwise be
hard to insure because they would be related to a business’s cost.

Senator BEGICH. Got you.

Mr. SUTTER. So, by tying the payment to some measurable
weather statistic, like heating degree days or inches of snowfall

Senator BEGICH. Right.

Mr. SUTTER [continuing]. Or something like that——

Senator BEGICH. Rainfall, things like that.

Mr. SUTTER. Right. You can make a payment that is not so di-
rectly tied to a business’s cost. So, I think they create quite a bit
of potential for both States and local governments to be able to ac-
cess money to help them rebuild or deal with a disaster response,
costs, that were not available at the time of the passage of the Staf-
ford Act.

Senator BEGICH. Very good. Joseph, any thought on that?

Mr. NiMmMIcH. Yes, sir. Well, both of those, you are identifying
ways to reapply the risk back to the State as opposed to the Fed-
eral Government absorbing the risk.

Senator BEGICH. Right.

Mr. NIMMICH. So, these are significant changes that we would
need to look at. There are other opportunities that people talk
about in terms of being able to do this—a State deductible level,
where the States, based on their GDP or so

Senator BEGICH. Capacity

Mr. NIMMICH [continuing]. Have a certain deductible that they
do not get any resources until they have exceeded that deductible.
There are multiple different ways of looking at this problem, but
what we are really talking about is putting the risk back to the
States that have the highest risk

Senator BEGICH. Got you.

Mr. NIMMICH [continuing]. With the potential, I presume, of not
including those very catastrophic events. So, the 9.0 earthquake in
Alaska is not something that you are going to be able to insure
against

Senator BEGICH. Right.

Mr. NIMMICH [continuing]. But, certain other things, you are,
some of the lower ones that we are looking at.

Senator BEGICH. Right.

Mr. NiMMICH. That is not how the program is currently config-
ured.

Senator BEGICH. Understood.
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Mr. NIMMICH. And, there are multiple discussions, and we can
continue to look at alternatives, all of which would need to go
through the regulatory process.

Senator BEGICH. I want to go back to one other part you brought
up and that is the workforce. You talked about administrative
costs, but also workforce and some of the issues I brought up, espe-
cially in rural communities. What are some of the things that you
see that we could do to improve the workforce capacity? And, you
mentioned an interesting comment here. I think it was you said,
I forget which incident it was, but 5 percent of the reservists were
available. I forget which incident that was, but that is not a ready
workforce. So, is there something that we can do better, FEMA can
do better? What is the piece here? And, you had mentioned they
are working on this, but give me some thought there.

Mr. CURRIE. Yes, absolutely. The example

Senator BEGICH. You understand the issue I am referring to.

Mr. CURRIE. Yes, sir. The example was in Hurricane Sandy——

Senator BEGICH. OK.

Mr. CURRIE [continuing]. Which, obviously, is a very extreme ex-
ample——

Senator BEGICH. Right.

Mr. CURRIE [continuing]. But something that is well within what
FEMA plans for. In fact, I think they even plan for having multiple
events like that going on at a time and factor that into how ready
they need to be.

I think FEMA—we have made recommendations in the past that
they develop a comprehensive workforce plan and analysis. They
have acted on those. I know they have contracted to actually com-
plete those, and some of those are underway.

I think a big part is workforce training. FEMA has a very diverse
and different workforce. They have permanent full-time people.
They have FEMA Corps now. They have the Corps employees and
they have reservists, all very different employees. For example, the
reservists are not full-time FEMA employees.

Senator BEGICH. Right.

Mr. CURRIE. They are called up when they are needed. So, one
challenge has been how do you train reservists when they are not
actually deployed to a disaster, when they are off doing the other
things that they do

Senator BEGICH. Come to Alaska. We have one every week, it
seems. [Laughter.]

Mr. CURRIE. So, FEMA recognizes these challenges, obviously,
and they have taken steps. They have tried to better communicate
with reservists when they are not actually deployed. They have
sent them to the Emergency Management Institute, all those
things to try to get them ready.

I think the other thing with the human capital area is qualifica-
tion. This has been a perennial challenge in disasters. It was a
huge problem in Hurricane Katrina. We reported on it. FEMA has
made a lot of progress, but it was a challenge in Hurricane Sandy,
making sure that the people you deploy, those thousands all at one
time, they are in the right job and they have the training and they
need to do the job right away.

Senator BEGICH. Joseph, any thought there?
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Mr. NIMMICH. Sir, that is

Senator BEGICH. I mean, you probably agree with what he is
talking about.

Mr. NimMmiIcH. Well, it has been a challenge, but we are accepting
the challenge——

Senator BEGICH. Good.

Mr. NIMMICH [continuing]. And working diligently on it. In terms
of qualifications, it was just a month before Hurricane Sandy that
FEMA implemented its FEMA Qualifications Standards, so that
was a real challenge in being able to—none of that had taken ef-
fect.

Senator BEGICH. Right.

Mr. NIMMICH. And, quite frankly, those things do not change
overnight. It takes a significant amount of time. But, I think the
biggest step forward we are taking is realizing we have to put the
infrastructure in place to manage the workforce. So, this past June,
we created internally to FEMA the Cadre Management Program,
which puts people in place to be able to engage each and every em-
ployee in that disaster workforce, whether they are a reservist or
a Corps or a permanent workforce.

Senator BEGICH. So, it does not matter where they fall, just

Mr. NiMMICH. If they are part of the disaster workforce and have
identified that they have a skill set that needs to be used in that
disaster——

Senator BEGICH. Right.

Mr. NIMMICH [continuing]. They have been contacted, and they
have been contacted to look at what our systems say is their quali-
fications, their experience, the equipment they have, their avail-
ability, and in the future, we are going to add performance in from
the last disaster. This is an opportunity

Senator BEGICH. Can I ask you a question on that last piece?

Mr. NIiMMICH. Yes, sir.

Senator BEGICH. So, that is basically saying you can then ana-
lyze did they perform to what we believed was their qualifica-
tion——

Mr. NiMMICH. And, what do I need to provide them if they are
not able to perform——

Senator BEGICH. Got you.

Mr. NIMMICH [continuing]. To what the skill set was, what did
I lack in providing them so that I can get their skill sets up so the
advice and the service that they provide to survivors in the State
is right at the first time, so I am not making improper costs—
thank you—— [Laughter.]

Mr. NIMMICH. Improper costs

Senator BEGICH. The IG got right in there to make sure you had
the right language. [Laughter.]

Mr. NIMMICH. Improper costs or contractual vehicles that were
not in compliance with the Federal Acquisition Regulations. So, we
are not only looking at it. We are doing something about that right
now.

And, Senator, you hit the nail on the head. This is going to start
allowing us to identify where our training gaps are and how we go
about creating the infrastructure of training that we need so that
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reservists do not wait 2 years to be contacted, and when they are
called up, their experience and their knowledge is 2 years old

Senator BEGICH. Got you.

Mr. NIMMICH [continuing]. That we are working with them on a
regular basis.

Senator BEGICH. You had mentioned some ideas of how you are
going to try to get some additional data and some other informa-
tion. Do you believe the information systems that you have are ade-
quate to meet the needs of what you want to do in trying to ana-
lyze—for example, this was a great example, workforce, the ana-
Iytics that you want to do. From our information, it just seems that
it is not as effective as it could be. Is there data that you think,
or information systems that should be better designed for what you
need, or what you have is adequate and you can work with what
you have got?

Mr. NiMmMICH. We have a wealth of data. We do not have the
tools and the analytics to be able to make the knowledge we need
out of some of that data.

Senator BEGICH. Got you.

Mr. NimMmIcH. We have a lot of data. It is not always the right
data, either, though. So, as a case in point, we should be able to
use our own data and those of the Weather Service and other pro-
viders to us to be able to estimate damage far earlier in the process
than we do so that we can respond faster, particularly if it is in
individual systems.

Senator BEGICH. Why can you not do that right now?

Mr. NIMMICH. Sir, we do not have the skill sets that we are de-
veloping right now. We have taken on:

Senator BEGICH. Within personnel?

Mr. NiMMICH. Yes, sir.

Senator BEGICH. OK.

Mr. NiMMICH. Yes, sir. So, we are looking at the better skill sets
and bringing in those people that have the skill sets to understand
the data that goes behind the geospatial imagery——

Senator BEGICH. Yes.

Mr. NIMMICH [continuing]. That we need to be able to say what
is going on. So, this morning, for the fires in Washington State, I
can now see where every house has been destroyed, what houses
are threatened if the fire changes course. So, I can anticipate, are
they likely to be eligible for some assistance and be prepared to do
that in a more rapid manner.

Senator BEGICH. Got you. So, with that kind of data, the question
is, your personnel capacity is one of the areas in order to look at
that and say, OK, we know, based on all the weather patterns and
everything else, this area could get hit by this—I will use the fire
as an example—fire disaster, and there are 72 homes. This is what
we think the average valuations are. Here is the cost. Here is what
we need to prepare for potential damage.

Mr. NIMMICH. So, in the tornadoes that hit Arkansas earlier this
year, within 24 hours, we were able to estimate that they would
exceed the thresholds and the other requirements for an individual
assistance disaster, including the trauma, the number of lives lost,
the significant damage to a specific small town, all of those thresh-
olds they were meeting. So, we were able to work with them to get
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a very rapid individual assistance declaration in place that the
President approved, and within 48 hours after that, we were able
to put money in people’s accounts that they needed to buy food, to
be able to pay for hotels, to be able to sustain their lives.

Senator BEGICH. And, your goal is to make that systemwide.

Mr. NiMMICH. My goal is that every survivor in this country gets
the same service, whether they are in remote Alaska or whether
they are in downtown Los Angeles.

Senator BEGICH. Very good. I just want to make sure I have cov-
ered what I want to cover. Let me back up. I am sorry, John, you
are the center point for a moment here. I think you used the
words—I may get this wrong, but back to basic plan, or getting to
the basics. Do you think, as you work through that, within FEMA,
you are going to identify—obviously, IG and GAO have identified
areas—will you be able to identify the kind of resources or realloca-
tion of resources that may be necessary to get to that core issue,
or like we just talked about, the data inputs that you need to have
so it is consistent nationwide, and do you think—I think I know
the answer to this, so it is kind of a, I do not want to make it a
softball—but, do you think you are going to have the resources
within what you have, or do you think, at the end of the day, you
are going to have to figure this out and know that there are some
resources needed?

Mr. NIMMICH. So, as far as we——

Senator BEGICH. Does that make sense, what I am asking?

Mr. NiMMICH. Yes, sir. Absolutely. And, as we work through the
process that we have put in place now to be able to look from our
strategy and those goals that the strategy has down into the activi-
ties that we actually do and be able to equate those, too, we are
looking for twofold. One is to be able to identify, whether we can
meet those goals, and if not, do we need additional resources. But,
also, the Administrator has made it very clear. We need to do less
but better. Where are the areas that we do not have an impact
from those resources on the outcomes we are trying to achieve, and
where do I need to put those resources?

Senator BEGICH. Reassign.

Mr. NIMMICH. Yes, sir.

Senator BEGICH. And reallocate.

To the folks from the IG and the GAO, thank you for what you
have done in helping us get some good information to the staff who,
I am a big believer—in this Committee as well as my other Com-
mittee I chair over in Commerce, we spend a lot of time on over-
sight. I think the Senate, to be very frank with you, does not do
enough. We do it when there is a disaster, all right. When there
is a crisis, pick the Committee, whatever Committee you want,
when there is something bad happening, like, it is only now we
have realized there is something wrong with the Department of
Veterans Affairs (VA), which actually the IG and others have done
reports on the VA for the last decade and a half, but that is an-
other story, but it is only now that people realize.

So, I thank you for participating in this. To the staff, I want to
thank you for the report, because it really helps us go after these
issues and look at $1.1-plus billion dollars of some that may be
wasteful, some may not be. Some may be issues that we need to
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work on. But, also to drill down, I think as you said it, John, to
what are the systemic issues here. What is the root problem of
some of these, because it is great to get a report, but if we do not
go one more step down, then we are on to the next report or the
next issue.

And, as you are doing this, the recommendations to me are al-
ways important, because if you are making these recommendations
and then 5 years go by, something bad happens, FEMA is in here,
we are railing on them, and then we go, well, wait a second, and
you will politely say—and I know that you will politely say, well,
actually, in 2009, we recommended A, B, C, and because we did not
do oversight.

So, what I am hopeful of, that this is the beginning of a continual
effort, as we have done already on FEMA, following it, trying to
push the envelope, trying to figure out how to make your business
more efficient, how to make sure the reports that are being issued
are being used in a way that really gets to the meat of this.

And, then, Daniel, your comments, try and be innovative in how
to think beyond. I know in the city of Anchorage, we did several
things around disaster relief that was different. We have private
sector folks that work in our disaster relief program. They are actu-
ally from Sam’s and Costco and others. Why? Because they are our
storehouses. Why would we store all that stuff? It does not make
any sense. They have the warehouses. They have logistics.

Or, another thing we did, we went on a program to make sure
every city employee was trained in cardiopulmonary resuscitation
(CPR). So, at a bare minimum—Dbecause, in a natural disaster, the
odds are you are in your neighborhood. You cannot get police and
fire fighters to it. First responders may not get there because the
roads are out. So, if you have someone—and we had a 3,000-person
workforce, the odds we would have someone in those communities
if it was an off-hour work time that understood basic first aid and
CPR. That was part of our emergency management plan in a
broader sense and trying to think ahead rather than when the dis-
aster occurs, clean it all up, and then move on to another thing.

So, I want to really say to the folks at FEMA, I think, as identi-
fied in the report, we have great assets over there, which are our
personnel. We have some work to do to create some more training
opportunities, create some more consistency, not only with the full-
time, but part-times and the ones that are called up.

I think, on the money issue, we have to drill down and figure out
what are systematic issues here. With the States, we have to create
some incentives for them to get their work done, because I can tell
you, you are right. Some of these projects get done, take a long
time. But, I can also tell you, as a former mayor, you can get things
done. We built a bridge in Minneapolis in a year and it was done.
We can get things done if we put our minds to it, especially if there
is a little incentive to, if you do not do it, you might end up not
having that money.

And then, again, trying to figure out on the workforce, what
more can we do here to make it the best quality workforce out
there.
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So, this is helpful. It helps us identify opportunities of savings,
but also opportunities to improve the quality of delivery of service
here. So, thank you very much for being here.

I may have some other questions. We will keep the record open
for 15 days for other members who may have some information or
questions they may have for you.

But, again, I want to thank you all for being here today and tes-
tifying in front of the Committee.

At this time, the Committee is adjourned.

[Whereupon, at 3:31 p.m., the Subcommittee was adjourned.]
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Chairman Begich, Ranking Member Paul, and Members of the Subcommittee:

Thank you for inviting me here today to discuss the role my office plays in helping FEMA
overcome or mitigate its ongoing challenges. We share FEMA’s goal of reducing the risks these
challenges present to FEMA’s ability to prepare for, protect against, respond to, recover from, and
mitigate against all hazards.

My testimony today will focus on some high-risk management challenges that we have identified
in our recent audit reports and in our ongoing work at FEMA. I will also discuss our new, more
proactive, audit business model designed to identify probiems earlier in the disaster recovery cycle.

As you are keenly aware, FEMA faces a daunting task: to be ready for anything, anywhere in the
United States and its territories. Whether it is flooding in Alaska, tornadoes in Kentucky, or
hurricanes in the Gulf, FEMA must be ready to assist its response and recovery partners in
saving lives and protecting property. Since the late 1980s, FEMA has experienced a dramatic rise
in the number of declared disasters. In the 1980s, the President declared an average of only about
24 major disasters per year. That annual number has risen to an average of 65 major disasters in
the last 10 years.

The amount FEMA spends on disaster response and recovery remains substantial. During fiscal
vears (FY) 20042011, the President received governors’ requests for 629 disaster declarations
and approved 539, or 86 percent. For these 539 disasters, FEMA obligated about $80 billion, or
about $10 billion annually, from the Disaster Relief Fund. Hurricane Sandy, which made landfall
in October 2012, will cost the fund many more billions of dollars.

To address this dramatic increase in declared disasters, both my office and the U.S. Government
Accountability Office (GAO) issued reports assessing FEMA’s disaster declaration process.
These reports identified weaknesses in the damage assessment process that contributed to the
increased number of declarations. The OIG report (01G-12-79, issued May 2, 2012) concluded
that FEMA has been using an outdated per capita amount as an indicator that a disaster might
warrant Federal assistance. When FEMA selected the per capita amount of $1 in 1986 based on
the national per capita income; it did not initially adjust the amount annually for the changes in
income. FEMA later began adjusting the amount based on inflation in 1999.

On September 12 of that same year, GAO similarly concluded that the Public Assistance per
capita indicator used in FEMA’s Preliminary Damage Assessment is artificially low because it
does not fully reflect the rise in per capita personal income since 1986 (GAO-12-838, issued
September 12, 2012). By primarily relying on an artificially low indicator, FEMA’s
recommendations to the President are based on damage estimates that do not comprehensively
assess a jurisdiction’s capability to respond to and recover from a disaster on its own.

Given the Federal government’s economic and budgetary constraints, we recommended that
FEMA revise the Public Assistance Preliminary Damage Assessment process to estimate a
disaster’s magnitude and economic impact more realistically. Furthermore, we recommended the
agency reassess the criteria used to measure a state’s capacity to respond to a disaster to better
reflect changing economic conditions. Although FEMA generally agreed with our findings, they
have not taken action on our recommendations.

3]
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Auditing FEMA’s Public Assistance Program

Since Hurricane Katrina in 2005, FEMA has made significant improvements in its ability to lead
the nation’s response and recovery efforts. However, FEMA continues to experience challenges,
especially in managing its Public Assistance program. According to FEMA, its Public Assistance
program is immense with FEMA reporting over 100,000 applicants with projects worth
approximately $50 billion.' In the past, my office has focused much of its efforts on auditing past
transactions. This has led to more than a billion dollars in questioned costs and funds put to
better use. Unfortunately, once money is spent, it is often too late to recover the funds or correct
the underlying problems.

Looking at the past is no longer enough. Since 2013, my office has transitioned to a more
balanced audit portfolio approach. This approach addresses problems before grant applicants
have spent the majority of taxpayer funds, while focusing on the root causes of problems. We
designed our new audit business model to help FEMA and the states develop solutions early, not
just deal with the aftermath of our audit reports. FEMA officials, for their part, have welcomed
our new approach. They have actively engaged my staff in finding solutions and have responded
by creating a unit in FEMA’s Office of Assistant Administrator for Recovery to address the
systemic issues we identify in our reports.

Life Cvcle Audits

The Office of Inspector General’s Office of Emergency Management Oversight (EMO) plans to
complete 74 disaster assistance audits in FY 2014. This includes 63 FEMA Public Assistance and
Hazard Mitigation Grant Program audits, and 11 audits of FEMA programs and operations. Each
year, FEMA provides state and local governments about $10 billion for disaster grants and other
response and recovery operational needs. EMO audits about $1.2 billion of these costs per year.
Based on historical information, EMO has generally determined that communities improperly
spent about 23 percent of the grant funds audited. Therefore, we estimate that our FY 2014 disaster
grant audits will identify or prevent about $300 million in improperly spent disaster assistance
based on the grant funds audited.

We plan to continue our proactive approach that places greater emphasis on prevention and early
detection, rather than reporting on improperly spent disaster assistance. This proactive audit
approach mirrors the disaster assistance grant life cycle and has four phases.

¢ Disaster Deployment Teams -- The first phase includes audits that our Emergency
Management Oversight Teams produce after they deploy to disasters. The teams accompany
FEMA during its initial response to presidentially declared disasters. We expect to conduct
about five of these deployments per year, depending on the number and severity of disasters
that occur. The resulting audits assess FEMAs initial response to disasters and report
weaknesses before they grow into significant problems.

rary/assets/doc

* http://www.fema.gov/medi 344, updated May 5, 2014.
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For example, our recent disaster response report entitled FEMA s Initial Response to the
Oklahoma Severe Storms and Tornadoes (O1G-14-50-D, issued March 19, 2014) concluded
FEMA responded effectively to the massive tornado that devastated Moore, Oklahoma. This
report identified FEMA’s success in responding to the disaster as well as staffing challenges.
Importantly, this work led to our reviews of FEMA Joint Field Office procurement advice
(O1G-14-46-D, issued February 28, 2014), tornado safe room hazard mitigation measures, and
FEMA’s Reservist deployment and qualifications systems. The tornado safe room and
qualification system reports should be issued soon.

Capacity Audits -- We anticipate conducting about 20 “capacity audits” early in the recovery
phase before applicants have spent significant amounts of Federal funding. These audits will
assess whether communities and other applicants have established policies, procedures, and
business practices to properly administer the grant funds. Our recommendations will focus on
correcting weaknesses to prevent applicants from misspending Federal funds. Some
communities will need additional FEMA and/or state assistance to ensure success.

Following Hurricane Sandy, we reviewed the policies, procedures, and business practices of
subgrantees in both New York and New Jersey. For example, recently we issued the capacity
report on the Village of Saltaire, New York (O1G-14-58-D, March 26, 2014), which concluded
that the Village of Saltaire’s policies, procedures, and business practices were adequate to
account for and expend FEMA grant funds according to Federal regulations.

Early Warning Audits -- We anticipate conducting about 20 “early warning audits™ later in
the recovery phase. These audits will determine whether applicants are, in fact, accounting for
and expending FEMA grant funds correctly. The early reporting of non-compliance should
enable communities to take actions to correct, or at least mitigate, the financial impact of non-
compliance.

We recently issued Hurricane Sandy early warning audit reports on the debris removal
activities of three New Jersey subgrantees — the Borough of Beach Haven, Little Egg Harbor
Township, and Borough of Belmar (O1G-14-54, March 21, 2014; O1G-14-57, March 24, 2014;
and OIG-14-72, April 22, 2014). In these audits we identified $1.6 million of unneeded funds
and some unsupported and ineligible costs out of the $16.8 million in grants awarded. We
recommended FEMA take action to deobligate the excess, unsupported or ineligible funding.

Traditional Audits -- Finally, we anticipate conducting about 20 traditional disaster grant
audits. We typically perform these audits after the applicant completes most disaster work.
These audits serve two important roles. First, they assess whether communities complied with
their financial and procurement responsibilities; and, second, they identify unspent funds that
FEMA can deobligate and put to better use. For example, we issued a traditional audit report
on funds awarded to St. Stanislaus College Preparatory school (O1G-14-95, issued May 22,
2014). This report identified $8 million in contracts that did not comply with Federal
contracting requirements.

In addition to the grant life cycle audits, we anticipate conducting about 11 program audits that
typically identify the cause of systematic problems and recommend solutions.
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This multi-step approach is more labor intensive, but should do a better job of helping local
governments and non-profits properly spend disaster assistance grant funds. Overall, we look
forward to working closely with senior FEMA ofticials to identify opportunities where our audits
can help FEMA identify weaknesses before applicants misspend tax dollars.

Sandy Recovery Improvement Act of 2013

As part of our commitment to proactive audits, we also plan to review FEMA’s implementation of
some key provisions of the Sandy Recovery Improvement Act of 2013 (SRIA). The passage of
SRIA represents the most significant change to FEMA’s authorities since the Post-Katrina
Emergency Reform Act of 2006. The law authorizes several significant changes to the way that
FEMA delivers disaster assistance. Notably, SRIA provides FEMA with greater flexibility in
administering its Public Assistance program. The goal of the increased flexibility is to reduce
administrative burdens and overall costs if grant applicants accept funding based on fixed, capped
estimates. The new {aw holds promise for simplifying a complex and administratively burdensome
process; however, developing accurate construction estimates has, and will likely continue to pose
challenges and risks.

FEMA recognizes that new programs expose FEMA to a higher degree of risk. As a result, FEMA
has asked us to assess its Public Assistance alternative procedures pilot program for implementing
SRIA. We will start this assessment in the coming months. Other changes include debris removal
alternative procedures, a new dispute resolution process, and a reassessment of the small project
threshold. FEMA is moving forward to implement these changes and we will cxplore other
opportunities to assist FEMA officials in assessing how they implement these significant changes.

Findings from Recent Audit Reports

In recent years, my office has identified problems with public assistance, hazard mitigation,
disaster workforce development, preparedness grants, and information technology. Our reports
also identified internal control deficiencies that, in aggregate, represented a material weakness in
information technology controls and financial system functionality at the Department-wide level.

Public Assistance Grants

For many years my office has identified significant problems with FEMA’s Public Assistance
grant program. Our most recent capping report of disaster grant audits summarizes the results of 59
audit reports we issued in FY 2013 (see attached). Those reports contained 261 recommendations
resulting in potential monetary benefits of $308 million. This amount included $266 million in
questioned costs that we recommended FEMA disallow because the costs were ineligible or
unsupported, and $42 million in unused funds that we recommended FEMA deobligate and put to
better use. The $308 million represents 24 percent of the $1.28 billion we audited.

As stated in our four previous capping reports, we continue to find problems with grant
management and accounting, ineligible and unsupported costs, and noncompliance with Federal
contracting requirements. A significant issue this year was insufficient insurance required to
protect grant recipients from future losses. We also noted a sharp increase in questioned costs for
ineligible contracting procedures. As the table below shows, these results are typical of years past.

5
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efits from FYs 2009-201

Potential Moneta

DS-11-01 2009 $0.93 $138.4 15%
DD-11-17 2010 $1.23 $165.3 13%
01G-12-74 2011 $1.22 $336.9 28%
01G-13-90 2012 $1.25 $415.0 33%
01G-14-102-D | 2013 §1.28 $307.8 24%
Total $5.91 $1,364.0 23%

FEMA’s Corrective Actions -- FEMA officials have implemented corrective measures to address
issues we identified in our past reports. FEMA recognizes that applicant noncompliance with
Federal procurement standards continues to be a significant source of findings and questioned
costs. As a result, FEMA has developed and is implementing a new Procurement Disaster
Assistance Team. The team will provide assistance to applicants in advance of contract awards to
reduce procurement violations. FEMA’s goal is to help ensure that applicants comply with Federal
procurement standards and spend Federal funds efficiently and effectively.

According to FEMA, the Procurement Disaster Assistance Team will:

e provide just-in-time and steady-state training;

e develop guidance on Federal procurement requirements;

¢ review applicant procurement policies and procedures; and

e review proposed applicant procurement actions to advise FEMA Public Assistance officials
as to whether those actions comply with the Federal procurement requirements.

Finally, FEMA’s Recovery Directorate plans to establish a section dedicated to responding to,
implementing, and learning from our audits. FEMA has already completed a 3-year retrospective
analysis of our audits to help set policy priorities and plans to activate the new section by the end
of FY 2014.

FEMA’s Inherent Grants Management Challenges -- FEMA’s Public Assistance grant program
is FEMAs largest disaster recovery program. It provides billions of dollars in recovery money
annually to states, tribal and local governments, and qualifying non-profit organizations. However,
complying with grant requirements is not easy. Further, the very people responsible for
administering the program (subgrantees) are themselves disaster survivors, many with little or no
experience managing Federal grants. States, which usually serve as grantees, often do not take an
active role in helping the applicants administer the grants, leaving the applicants to manage the
grants on their own. Some large organizations are very sophisticated and experienced, whereas
smaller ones often struggle.

The conditions we report related to ineligible and unsupported costs and noncompliance with
Federal contracting requirements occur for many reasons. However, better grant management
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would undoubtedly improve subgrantees’ compliance with Federal regulations and decrease
ineligible costs. The amount of unneeded funding would also decrease sharply if FEMA and
grantees more closely managed grant funds and deobligated unneeded funds faster.

Cost Estimating Challenges -- We have also identified significant problems with cost estimating
under FEMA’s “50 Percent Rule.” We are working with FEMA headquarters to clarify its policy
under the rule and will issue a report soon summarizing the key issues that need to be addressed.
Applying FEMA’s 50 percent repair or replace rule correctly can be very difficult and susceptibie
to error, misinterpretation, and manipulation. Our audit results have demonstrated that millions of
dollars are at risk from incorrect decisions. In FYs 2012 and 2013, we recommended FEMA
disallow over $100 million of costs that resuited from questionable 50 percent rule decisions. In
those audits, we recommended that FEMA should have paid $226 million to repair facilities,
instead of $327 million to replace them. In our discussions with FEMA officials, they
acknowledged the difficulties in reversing replacement decisions after they communicated those
decisions to grant recipients. The Sandy Recovery Improvement Act’s provision on alternative
procedures provides FEMA with greater flexibility in providing applicants grants that have a
defined fixed amount. Therefore, it is imperative for FEMA to be able to overcome its cost
estimating challenges.

Insurance Challenges -- Our grant reports have typically identified problems with property
insurance. In FY 2013 we reported three instances totaling $84 million where subgrantees did not
obtain and maintain sufficient flood insurance required as a condition for receiving Federal disaster
assistance. Having insufficient coverage is not only a violation of Federal regulations and FEMA
policy, but it also puts subgrantees at risk of not having adequate protection the next time disaster
strikes. We have also encountered problems with how FEMA applies insurance proceeds to Public
Assistance projects. FEMA is revising its policy on insurance to ensure applicants obtain and
maintain the correct type and amount of insurance. Doing so will reduce applicants’ reliance on
Federal assistance in future disasters because they will have proper insurance coverage. FEMA
plans to complete a revision of the draft policy in 2014.

Hazard Mitigation

We have been increasing our work on hazard mitigation in recent years and have identified some
emerging issues. In our report FEMA Region VI Should Ensure the Cost Effectiveness of Texas
Hazard Mitigation Grant Projects (DD-13-10, issued May 3, 2013), we audited $68 million of
FEMA Hazard Mitigation Grant Program funds awarded to four subgrantees in Texas. We
questioned $18 million, or 26 percent of the $68 million. The majority of our questioned costs
related to projects that were not cost-effective and, therefore, did not meet FEMA eligibility
requirements. For example, one of the four subgrantees used an unapproved benefit/cost analysis
methodology that did not factor in the net present value of future benefits as FEMA requires.
Using an approved benefit/cost analysis methodology would have proven that the project was not
cost effective.

In August 2012, we reported that FEMA has made progress in the hazard mitigation planning
program since the passage of the Disaster Mitigation Act of 2000, as amended (Survey of Hazard
Mitigation Planning, O1G-12-109, issued August 9, 2012). The program is designed to encourage
state, tribal, and local jurisdictions to (1) identify the natural hazards that affect them and

7
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(2) implement projects that will reduce losses from disasters, including development of land use
and building code regulations. FEMA requires a state mitigation plan as a condition for receiving
certain types of non-emergency disaster assistance, including funding for mitigation projects.

The program is voluntary, but all 50 states plus the District of Columbia and several territories
have participated since its inception. More than 26,000 jurisdictions have also developed
mitigation plans. Communities that participate comprise about 70 percent of the U.S. population.
Despite the program’s relative success, some communities have been reluctant to participate,
particularly those in less populated areas that have not experienced recent disasters. FEMA is
developing a system to monitor state, tribal, and local participation and to track planned or
implemented mitigation projects.

Disaster Workforce Development

During our recent Emergency Management Oversight Team deployments between 2012 and
2013,” we discussed FEMA’s disaster workforce with Joint Field Office officials. They told us
they encountered significant problems obtaining enough qualified Reservists timely under the
FEMA Qualification System process and that this impacted their ability to respond quickly and
effectively to disasters.® (Reservists are FEMA employees who work intermittently in support of
disaster operations.) We are currently assessing whether FEMA’s Qualification System and
Automated Deployment Database are effective in providing the requested number of qualified
Reservists to disasters in a timely manner. We recognize that the transition to a fully qualified
workforce will take time. Further, FEMA began implementing the FEMA Qualification System
early while expecting to make course corrections along the way.

Strengthening workforce readiness has been an ongoing challenge for FEMA since Hurricane
Katrina. In our report, Federal Emergency Management Agency Needs To Improve Its Internal
Controls Over the Use of Disaster Assistance Employees (O1G-13-13, issued November 29, 2012),
we reported that FEMA paid approximately 1,600 individuals $36 million more than they would
have received if FEMA had enforced its limitation on using Disaster Assistance Employees (now
Reservists) no more than 18 months in a 2-year period.

Information Technology

In our Information Technology Management Letter for the Federal Emergency Management
Agency Component of the FY 2013 Department of Homeland Security Financial Statement Audit
(O1G-14-76, issued April 24, 2014), we reported that FEMA took corrective action to address prior
year information technology control deficiencies. For example, FEMA made improvements over
designing and implementing certain configuration management and security authorization controls
over FEMA information systems. FEMA also strengthened and improved controls over
vulnerability management and logical access controls.

? The Emergency Management Oversight Teams prepared the following four reports refated to deployments: O1G-13-
84 (DR-4080-LA), OIG-13-117 (DR-4086-NJ), O1G-13-124 (DR-4085-NY), and OIG-14-50-D (DR-4117-OK).

? The Emergency Management Oversight Teams deployed to Hurricane Isaac DR-4080-LA; Hurricane Sandy DR~
4086-NJ and DR-4085-NY; Oklahoma Severe Storms and Tornadoes DR-4117-0OK; Colorado Severe Storms,
Flooding, Landslides, and Mudslides DR-4145-CO; and Washington Flooding and Mudslides DR-4168-WA.

8
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However, during FY 2013, we continued to identify general information technology deficiencies
related to controls over security management, access control, configuration management,
segregation of duties, and contingency planning and associated general support system
environments. Collectively, the information technology control deficiencies limited FEMA’s
ability to ensure that it maintained critical financial and operational data in such a manner to
ensure confidentiality, integrity, and availability. In addition, these deficiencies negatively
impacted FEMAs internal controls over financial reporting and its operations. We consider these
deficiencies, in aggregate, to contribute to the information technology material weakness at the
Department level under American Institute of Certified Public Accountants standards.

The majority of findings resuited from noncompliance with DHS Sensitive Systems Policy
Directive 4300A, Information Technology Security Program, requirements and National Institute
of Standards and Technology guidance. Specifically, the findings stemmed from:

1. Improper or incomplete security authorization activities and supporting artifacts and
documentation;

2. Insufficient logging of system events and monitoring of audit logs;

3. Inadequately designed and ineffective access control policies and procedures relating to the
management of logical access to financial applications, databases, and support systems;

4. Patch, configuration, and vulnerability management control deficiencies within systems;

5. Inadequately designed and ineffective configuration management policies and procedures;
and

6. The lack of alternate processing capabilities.

These deficiencies may increase the risk that the confidentiality, integrity, and availability of
system controls and FEMA financial data could be exploited. As a result, the deficiencies
compromised the integrity of FEMA financial data that management uses and reports in FEMA’s
and the Department’s financial statements.

Finally, in April 2011, we reported that FEMA’s information technology systems did not support
disaster response activities effectively.” At that time, FEMA did not have a comprehensive
information technology strategic plan with clearly defined goals and objectives. Without this, the
agency is challenged to establish an effective approach to modernizing its infrastructure and
systems. As a result of the report, FEMA has taken corrective action including developing an
information technology strategic plan and completing its enterprise systems inventory and agency-
wide budget planning process. Although we have resolved most of the findings from this report,
we continue to work with FEMA officials to address our concerns, Specifically, FEMA has yet to
establish a consolidated modernization approach for its mission-critical information technology
systems, to include DHS plans for integrated asset management, financial, and acquisition
solutions.

* Federal Emergency Management Agency Faces Challenges in Modernizing Information Technology, 01G-11-69,
issued April 1,2011.
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Conclusion

I am excited about the OIG’s plans for helping FEMA achieve its mission to assist the nation in
responding to disasters. [ am confident that our shift to a more balanced audit portfolio and greater
emphasis on prevention will yield substantial benefits in the coming years.

Mr. Chairman, this concludes my prepared statement. I welcome any questions you or other
Members of the Subcommittee may have.
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Improved Criteria Needed to Assess a Jurisdiction’s Capability to Respond and Recover on Its Qwn, GAO-12-838,
'sued September 12, 2012.

Qpportunities To Improve FEMA s Public dssistance Preliminary Damage Assessment Process, O1G-12-79, issued
May 2, 2012,

High Risk Series, An Update; Government Accountability Office, February 2013, GAO-13-283.

FEMAs Initial Response to the Qklahoma Severe Stormys and Tornadoes, O1G-14-50-D, issued March 19, 2014,

FEMA s Dissemingtion of Procurement Addvice Early in Disaster Response Periods, OIG-14-46-D, issued February 28,
2014.

The Village of Saltaire. New York, Generally Managed FEMA s Public Assistance Funds Effectively, 01G-14-58-D,
March 26,2014,

FEMA Should Recover §3.7 Million in Unneeded Funds and Review the Eligibility of $344.319 of $5.84 Million in
Public dssistance Grawt Funds Awarded to the Borough of Beach Haven, New Jersey, for Hwrricane Sandy Debris
Removal Activities, 01G-14-54, March 21, 2014.

FEMA Should Review the Eligibility of $689.138 of $5.57 Million in Public Assistance Grant Funds Awarded to Little
Egg Harbor Township_New Jersey, for Hurricane Sandy Debris Removal Activities, 01G-14-57-D, March 24, 2014,

FEMA Should Review the Eligibility of $323,007 of 5.4 Million in Public Assistance Grant Funds Awarded to the
Borough of Belmar, New Jersey, for Hurricane Sandy Debris Removal dctivities, O1G-14-72-D, April 22, 2014.

FEMA Should Recover $8.0 Million of $26.6 Million in Public Assistance Grant Funds Awarded 1o St Stanislaus
College Preparatory School in Mississippi - Hurricane Katring, 01G-14-95-D, May 22, 2014.

Disaster Relief Appropriations Act, 2013, and Sandy Recovery Improvement Act of 2013 - P.L.113-2.

Capping Report: FY 2009 Public Assistance Grant and Subgrant Audits, DS-11-01, December 02, 2010.

Capping Report: IY 2011 FEMA Public Assistance and Hazard Mitigation Grant and Subgrant Audits, 01G-12-74,
April 13,2012.

Capning Report: F¥ 2012 FEMA Public Assistance and Hazard Mitigation Grant and Subgrant Audits, O1G-13-90,
May 21, 2013.

Capping Report: FY 2013 FEMA Public Assistance and Hazard Mitigation Grant and Subgrant Audits, 01G-14-102-D,
une 10, 2014,
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FEMA Region VI Showld Ensure the Cost Effectiveness of Texas Hazard Mitigation Grant Projects, DD-13-10, May
3,2013.

Survey of Hazard Mitigation Planning, O1G-12-109, issued August 9, 2012.

Federal Emergency Management Agency Needs To Improve Iis Internal Controls Over the Use of Disaster Assistance
Employees, O1G-13-13, November 29, 2012.

FEMA s Initial Response to Hurricane Isgac in Lovisiana Was Effective and Efficient, 01G-13-84, April 30, 2013,

FEMA’s Initial Response in New Jersey to Hurricane Sandy, O1G-13-117, September 05, 2013.

FEMA’s Initial Response in New York to Hyrricane Sandy, O1G-13-124, September 26, 2013.

FEMA’s Initial Response to the Oklahoma Severe Storms and Tornadoes, O1G-14-50-D, March 19, 2014.

y Management Agency Component of the FY

Information Technology Management Letter for the Federal Emergenc
2043 Department of Homeland Security Fingneial Statement Audit, O1G-14-76, April 24,2014,

01,2011
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OFFICE OF INSPECTOR GENERAL
Department of Homeland Scourity

Washingwn, DC 20528 ¢ pww vigdbs.gov

MEMORANDUM FOR: Joseph Nitnmich:
Assamate s\d mastrator Response and Recovery

FROM:

Office of Emergency Management Oversight

SUBJECT: Capping Report: FY 2013 FEMA Public Assistonce and
Hozard Mitigation Grant and Subgrant Audits

Attached for your information is our final letter report, Capping Report: FY¥ 2013 FEMA
Public Assistonce and Hozard Mitigation Grant god Subgrent Audits. This capping report
summarizes the results of the Federal Emergency Managerient Agency’s (FEMA} Public
Assistance {PA) program and Hazard Mitigation Grant Program {HMGP) grant and
subgrant audits we performed during fiscal year (FY) 2013.

We discussed this report with répresentatives from FEMA's Office of the Associate
Administrator, Response and Recovery, and Office of Assistant Administrator; Recovery,
on May 9, 2014. Although our contlusion offers FEMA several suggestions for improving
PA and HMGP program grant administration, thisrepart contains no formal
recommendations. Therefore, we consider this report closed and require no further
actions from FEMA.

Consistent with our responsibility under the Inspector General Act, we will provide
copies of our report to appropriate congressional committees with oversight and
appropriation responsibility over the Department of Homeland Security. We will post
the report on our website for public dissemination.

Major contributors to this‘ report are Christopher Dodd, Acting Director; Paige Hamrick,
Supervisory Auditor; Jacob Farias; Auditor-in-Charge; and Patti Smith; Senior Auditor.

Please call me with any questions at {202} 254-4100, or your staff may contact
Tonda L. Hadley, Deputy Assistant inspector General for Audit Services, Office of
Emergency Management Oversight, at (214} 436-5200.

Attachment
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Background

This is the fifth annual Capping Report we have issued that summarizes the results of
the PA program and HMGP grant and subgrant audits we conducted throughout the
year, Each year, our audits reveal significant issues representing millions of dollars in
findings and recommendations to FEMA. We focus our audits on FEMA’s PA and HMGP
grant funds, which are funded from the Disaster Relief Fund. The PA program and
HMGP provide a means for response, recovery, and mitigation from disasters. Through
the PA program, FEMA provides grantsto State, tribal, and local governments, and
certain types of private nonprofit organizations so that communities can quickly
respond to and recover from major disaster or emergency declarations. FEMA's HMGP
provides recovery from a declared disaster by also providing grants to State, tribal, and
local governments, and certain types of private nonprofit organizations to implement
long-term hazard mitigation measures after a major disaster deciaration.

Throughout the year, we issue our reports to the respective FEMA Regional
Administrators. However, we issue the Capping Report,.a consolidation of all findings
and recommendations, to FEMA headquarters to highlight and inform FEMA about
significantissues and trends in noncompliance that warrant attention. As table 1 shows,
the reports also-emphasize the total resulting potential monetary benefits of the
questioned costs and recommendations.

Table 1, Potential Monetary Benefits from FY 2009-2013

D&11-01 2009 50.03 51384 15%
DD-11-17 2010 $1.23 $165.3 13%
0IG-12-74 2011 si1.22 $336.9 28%
OlG-13-80 2012 8125 $415.6 33%
0IG-14-102-D | 2013 $1.28 $307.8 24%
Total 5591 $1,364.0 23%

Historically, we have focused on auditing FEMA's PA.and HMGP grant funds after the
subgrantees received and spent the funds. Our future focus will not only include this
traditional review of spent funding, but will also include reviewing the grants earlier in

* The Disaster Relief Fund {DRF} is-an apprapriation against which FEMA can direct, coordinate, manage,
and fund eligible response, recovety, and mitigation efforts associated with domestic major disasters and
emergencies that ove rwhelm State resources pursuant to the Robert T, Stafford Disaster Refief and
Emergency Assistence Act. Through the DRF, FEMA can fund authorized Federal disaster support activities
as weli as eligible State, territorial, tribal, and local actions, such as providing emergency protection and
debris removal, The DRF has been averaging about $10 billion ayear,

www.oig.dhs.gov 2 OIG-14-102-D
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the process before subgrantees spend the grant funds. This new approach will allow us
to determine potential findings and issues garlier in'the process and help prevent
subgrantees from misspending Federal funds,

FEMA acknowiedged that our capping reports are particularly valuable and has
implemented corrective measures to address issues we identified in our past audit
reports, Recognizing that applicant noncompliance with Federal procurement
regulations continués to be & significant source of findings and questioned costs, FEMA
has developed and is implementing a new Procurement Disaster Assistance Team. This
Team will provide assistanceto applicants before they award contracts to reduce
procurement violations and help ensure applicants spend Federal funds efficiently,
effectively, and in compliance with applicable Federal procurement standards.

According to FEMA, the Procurement Disaster Assistarice Team will: provide just-in-time
and steady-state training; develop guidance on Federal procurement requirements;
review applicant procurement policies and procedures; and review proposed applicant
procurement actions to advise FEMA Public Assistance officials as to whether those
actions comply with Federal procurement requirements. FEMA is also revising its policy
o insurance to ensure applicants obtain and maintain the corfrect type and amount of
insurarice, Obtaining and maintaining correct insurance will reduce relignce on Federal
assistance in future disasters because applicants will have proper insurance coverage.
FEMA plans to complete a revision of the draft policy in 2014,

Finally, the FEMA Recovery Directorate plans to establish-a section dedicated to
ovérseeing, coordinating, implementing, responding to, and learning from our audits.
FEMA has already completed a 3-year retraspective analysis-of our atidits to help set
policy priorities, and anticipates standinig up the new section before the end of FY 2014,

www:oig. dhs.gov 3 OIG-14-102-D



41

QOFFICE OF INSPECTOR GENERAL
Department of Homeland Security

Results of Review

Of the 59 grant audit reports we issued in FY 2013, 54 reports contained

261 recommendations resulting in potential monetary benefits of $307.8 raillion. This
amount included $266.2 million in'questioned costs we recommended FEMA disallow
because the costs wete ineligible or unsupported, and $§41.6 million in unused funds we
recommended FEMA deobligate and putto better use, The $307.8 million in potential
mongtary benefits represents 24 percent of the $1.28 billion we audited.

As stated in our four previous capping reports, we continue to find problems with grant
management and accounting; ingligible and uhsupported costs, and noncompliance with
Federal contracting requirements, A significant issue this year was insufficient insurance
required to protect grant recipients from future losses. We also noted a sharp increase
in-questioned costs for ineligible contracting procedures.

Asdiscussed in this report, ineligible costs accurred for numerous reasons. However,
States, as grantess; are generally responsible for the day-to-day monitoring of FEMA PA
and HMGP grants. While we did not attribute a dollar amount that could be saved by
better grant management, it should undoubtedly improve subgrantees’ compliance with
Federal regulations and FEMA guidelines and reduce the ineligible costs we identify in
ouraudits overtime. Also, the-amount of unneeded funding would decrease sharply if
FEMA and grantees more closely managed grant funding and deobligated unneeded
funds faster. Table 2 categorizes our audit findings and the 261 recommendations into
four broad types.

ging Tups

B. Funds Put to Better Use 2 © 41,598,649

C. Unsupported Costs 37 23,619,229
D. Grant Management and

Administrative Issues 82 0
Totals 261 $307,821,907

* Five FY 2013 disaster grant audit reports had no findings or reporfable conditions: The DIG's Office of
Emergency Management Dversight also issued 13 program audit reports to FEMA that contained
20 recommendations, resulting in potential monetary benefits of an additional $179 million.

www,dig. dhs.gov 4 OIG-14-102-D
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A. Jneligible Work or Costs

As table 3 illustrates, we questioned $242.6 million in costs as ineligible for FEMA
reimbursement.

ble

1. Contracting Practices 30 $130,245,816
2, Insufficient Insurance 3 83,679,242
3. Legal Responsibility 2 7,560,185
4, Other Ineligible Work/Costs 85 21,118,786
Totals 120 $242,604.029
1. Contracting Practices. We reported 30 instances totaling $130.2 million wheré

subgrantees did not.comply with Federal procuremant regulations for contracts.
Noncompliance with Federal procurement regulations results in high-risk contracts
that potentially cost taxpayers millions of dollars in-excessive costs. Further, it often
precludes openand free competition to all gualified bidders, including small
businesses, minority-owned firms, and women's business enterprises. In addition,.
open and free competition helps to discourage and preverit favoritisim, collusion,
fraud, waste, and abuse.

We considered the exigencies that often arise after a disaster occursand, as a
general rule, did not question contracting practices or costs associated with those
exigencies. For example, in Audit Report DD-13-11,% Tulane University did not always
follow Federal procurement standards in awarding $230.1 milllon in contracts it used
for disaster work.” Tulane awarded $205:4 million to its primary contractor using a
nohcompetitive, cost-plus-percentage-of-cost contract that included $35 million in
excessive and prohibited markups on cost.

Federal regulations prohibit cost-plus-percentage-of-cost contracts because they

provide a disiricentive for contractors to control costs—the more contractors charge,
the more profit they make. Howevar, because exigent circumstances existed at the
time Tulane awarded the 5205.4 million contract, we did not question the majority of

3 Appendix & lists the report number, disaster number{s}, date issued, and titie for each of the 59 disaster
grant reports we distuss inthis report,

4 procurement standards in 44 Code of Federal Regulations {CFR} Part 13 apply to State; tribal; and local
governments; while procurement standards in .2 CFR Part 215 apiply ta institutions of higher education;
hospitals, and other nonprofit organizations.

www.nig dhs.gov 5 OIG-14-102-0
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contract costs, but we did question the $35 million in excessive and prohibited
markups oncost.

In Audit Report 01G-13-23, we identified $39.4 million in-contract costs where Erie
County, New York, awarded contracts in a manner that limited competition and
disregarded Federal procurement standards at 44 Code of Federal Regulations (CFR)
13,36. For instance, the County did not provide full and open competition or
perform-a cost or price analysis to establish reasonable prices; and failed to
demonstrate that it took the required affirmative steps to assure, when possihle;
that minority firms, women’s business enterprises, and labor surplus area firms were
used.

2. Insufficient Insirance. We reported three instances totaling $83,7 million where
subgrantees did not ¢hbtain and maintain sufficient flood insurance required as a
condition for receiving Federal disaster assistance. Section 311 of the Robert T.
Stafford Disaster Relief and Emergency Act, Public Law 93-288, 42 U.5.C §5154, as
amended, {Stafford Act) requires recipients of disaster assistance to obtain and
maintain such types of insuratice “as may be reasonably available, adequate, and
necessary, to protect against future loss” to “any property to be replaced, restared,
repaired, or constructed with such assistance.”

FEMA’s Public Assistance Guide (FEMA 322, October 1999, p. 97) states that (1) asa
condition for receiving public assistance for a facility, an applicant must obtain and
maintain insurance to:cover that facility for the hazard that caused the damage; and
{2) such coverage must; at minimum, be in the amount of the estimated eligible
project costs for that structure before any reduction. Having insufficient insurance
coverage is not only a viclation of Federal regulations and FEMA policy, but it puts
subgrantees at risk of not having adequate protection the next time disaster strikes.

In Audit Report DD-13-01, we gquestioned $62.39 million of $69.67 millioh FEMA
obligated under two projects for the Regional Transit Authority (New QOrleans,
Lauisiana). The Authority was unahle to prove that its insurance policy provides the
minimum amount of insurance required for FEMA funding to replace buses, repair
and refurbish street cars, and purchase additional buses. At the time of the disaster,
the Authority carried an insurance policy for vehicles with-a. $3 million per-
occurrence limit. We reguested that the Authority provide us with information and
documentation for all.of its insurance policies. In response, the Authority provided
us with an insurance policy for vehicles that increased the per-occurrence limit to
$15 million, which was still $54.67 million less than the $63.67 million required
minimum. However, Authority officials advised us that the $15 million per-
occurrence policy had expired and they provided us with a new insurance policy. The
Authority believes the new policy is sufficient ta cover FEMA-funded buses and
other vehicles, However, the only amount listed inthe new palicy is $10 million for

www.oig.dhs.gov 0 O1G-14-102-D
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liability coverage. The policy does not state how rmuch insurance is provided for
comprehensive coverage on'a pre-oceurrence basis of otherwise. Therefore, we
questioned the $62.39 million for insufficient insurance coverage.®

3, Lepal Responsibility. We reported two instances where grantees awarded
subgrantees $7:6 million under projects for which they were not legally responsible.
Federal regulation 44 CFR 206.223(3}{3) requires the subgrantee to be legally
responsible for the facility to be eligible for Federal disaster assistance: Further,
according to the Public Assistance Guide {FEMA 322, October 1999, p. 25}, an eligible
applicant must be legally responsible for the damaged facility at the time of the
disaster, If the applicant is the lessee (tenant), facility repairs are not eligible unless
the lease specifically states that the lessee is responsible for the repairs.

For example, in Audit Report DD-13-05, we ‘questioned $7.55 million the Audubon
Commission incurred for work related to properties that it did not own and was not
legally responsible to repair. FEMA and grantee officials should verify legal
responsibility for the facility through lega! documents. According to Audubon
officials, neither FEMA nor the grantee ever requested copies of the lease
agreament or other documents to determine legal responsibility, Identifying the
legal responsibility ensures that FEMA and grantee officials work with the proper
entity in providing the assistance that the antity seeks.

4. Other Ineligible Work or Costs, Table 4 lists-other ineligible work or costs we

questioned in FY 2013. Insurance proceeds and project accounting were the top two
types of ineligible work or costs we guestioned.

b

Project accounting

3 3,921,914
ineligible force account labor/equipment 16 2,162,941
Non-disaster related costs 7 1,741,044
Qutside FEMA-approved scope g 1,705,786
Duplicate costs ] 1,275,980
Other Federal funding available 5 196,449
Miscellaneous ineligible costs 26 5,330,925
Totals g $21,118786

* We questioned the net amount of $62.39 million ($69.67 million minus $7.28 million), because we
questioned $7.28 million as unused funding in another finding.

www.oig dhs.gov 7 QIG-14-102-D
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We reported 13 instances totaling $4.8 million where subgrantees and FEMA did not
correctly apply or allocate insurance proceeds. Federal regulations-at 44 CFR 206.250(c}
require FEMA to deduct actual oranticipated insurance recoveries that apply to-eligible
costs from project awards. This action prevents subgrartees from receiving duplicate
benefits for losses, which Section 312 of the Stafford Act prohibits. Forexample, in Audit
Report DD-13-01, we questioned $1.7 million as ineligible because the Regional Transit
Authority had not completed allocation of its insurance proceads, As a result; the
amounts FEMA estimated and approved for certain projects were too high. FEMA
should have completed its insurance review and allocated $1.7 million in-applicable
insurance proceeds.

We also questioned $949,378 as ineligible in Audit Report DA-13-10 because the City of
Gulfport, Mississippi’s tlaim inclided $949,378 of debris removal costs that
homeowners’ insutance or other funding may have coverad. According to Section 312{a)
of the Stafford Act, applicants may not use FEMA funds for expenditures recoverabla
from another program, insurance, or any other source. Also, FEMA Policy 9523.13,
Debris Removat from Private Property, Section VII{T), requires that State-and local
governments take reasonable stepsto verify that insurance coverage or any other
source of funding does not exist for debris remaval from private property. The City did
not take required steps to {1) determine whether the homeowners actually received
insurance proceeds or-other funding to coverthe debris removal work and {2} if so,
obtain such proceeds to reduce claimed project costs.

Although subgrantees are responsible for reporting insurance proceeds, FEMA is
responsible for completing an insurance review to determine insured losses. Completing
this review prevents FEMA from overobligating Federal funds that it could otherwise
put to better use.

Another substantial amount of questioned costs resulted from subgrantees niot properly
accounting for project costs. We reported three instances totaling $3.9 million: where
subgrantees did not account for costs on a project-by-project basis or account for FEMA-
eligible disaster work, For-example, in Audit Report DD-13-06, we guestioned

$2.3 million because Cameron Parish, Louisiana, did not account for project
management costs on a project-by-project basis: Federal regulations at 44.CFR
206.205(b}{1) require the grantee to make an accounting to FEMA’s Regional Director of
eligible costs for each approved large project.

B. Funds Put ti
As table 5 illustrates, we reported 22 instances where subgrantees no longer needed

project funding, or where FEMA funded ineligible activities, and recommended that
FEMA deobligate $41.6 million and put those funds to better use.

wiwww,oig.dhs gov 8 OIG-14:102.D



46

| OFFICE OF INSPECTOR GENERAL
Departinent of Homeland Security

Table 5. Funds Put to Better Use by Type

1, Unused Obligated Funds 14 518,700,682
2. ineligible Project 1 13,786,951
3. Unapplied Donations and Credits 1 5,495,000
4, Miscellaneous® 6 3,616,016
Totals 2 $41,598,609

1. Unused Obligated Funds. The majority of recommendations we made for funds put
to better use related to unused obligated funds, According to 44 CFR 206.205{b}{1),
the grantee shall account for eligible costs for each large project and certify to FEMA
that the reported costs were for eligible disaster work as soon-as practicable after
the subgrantee has completed the approved work and reguested payment, Further,
the grantee should inform FEMA wheh it will ot useé a significant amount of
obligated funding.

Forexample, in Audit Report DA-13-02, we recommended that FEMA decbligate and
put to better use $2.0 million in unused funds. The Town of Dauphin island,
Alabama, had completed all authorized -work under the projects 2 to 3 years earlier;
yet, $2.0 million in unneeded funds remained obligated. Additionally, in Audit
Report DS-13-08, we recommended that FEMA deobligate and put to better use
$1.1 million in unneeded funding. Pima County, Arizona, no longer needed this
funding because it had completed the projects for less than the original estimated
cast,

Deobligating unneeded funds sconerwould {1) release funding to cover cost
overrunson other projects associated with the disaster, (2) aid in closing out the
applicant’s grant award because FEMA could close out projects throughout the life
of the grant, rather than after the applicant completed all work, (3) provide a more
accurate status of program costs for a disaster, and {4) be consistent with
appropriation law that requires obligations in FEMA’s accounting system be
supported by bona fide needs. Grantees can improve their monitoring efforts by
identifying unheeded funds and returning them to FEMA as soon as practicable after
subgrantees coriplete projects.

¥ includes $2.0 million we reported as funds put to better use in DA-13-03 that we shouid have reported
as ineligible.

oG Management Report OIG 10-49, Qpportunities to improve FEMA's Disaster Closeéout Process,
distusses several reasons fordelays in the disaster closenut process. The report attributed delays to
grantee staff shortages, inexperienced staff, conflicting priorities, and a need for closure incentives.

www.oig, dhs.gov 9 OIG-14-102-D
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2. ineligible Project. in Audit Report DD-13-09, we recommended FEMA deobligate and
put to better use $13.8 million because FEMA headquarters approved a project that
was not eligible.according to Federal regulations for inactive facilities. We agreed
with FEMA Region Vi's denial of the costs to repair an inactive hydroelectric plant.
However, FEMA headquarters overturned the Region’s decision-and approved the
costs because it relied on what we determined to be inaccurate information the City
of Cedar Rapids; lowa, included in its official appeal documents to-FEMA
headquarters. FEMA headquarters interpreted the information to be sufficient for
the facility to meet the exceptions for inactive use in FEMA regulations and
guidance. FEMA did not concur with our determination that the information the City
provided on appeal was inaccurate. Generally, when-we identify ineligible projects,
we recommend FEMA disallow the costs. However, in this instance, the City planned
to use the fundson an alternate project to build a parking garage; therefore, the City
had not started repairs on the hydroelsctric plant and thus had not incurrad or
claimed any costs. Accordingly, we recommended FEMA deobligate the unused
funds and put them to better use, rather than disallow costs because the City had
not yet claimed costs.

3. Unapplied Donations and Credits. In Audit Report DD-13-11, we identified

$5.5 million in unapplied donations-and credits. Tulane University did not account
fora $3.5 million discount and 2 $2.0 million donation—both received from its
primary contractor. According to 2 CFR Part 220, Appendix A, Section' €.1 and €.5, to
be allowable, costs must be net of applicable credits, Tulane officials agreed with our
recommendation.and said they were confident that they would have identified the
credits during the finalization of its cost submissions and would have then reduced
its overall FEMA claim by the amount of these credits.

4,  Miscellaneous. The remaining $3.6 million related to funding for work subgrantees
did not perform and interest subgrantees earned on advanced funds.

C. Unsupported Costs

Our FY.2013 disaster grant audit reports questioned $23.6 million for 25 instances
where subgrantees did not adequately support costs claimed or to be claimed. For
example, in Audit Report 01G-13-23, we reported that Erie County, New York, did not
support:$9.0 million in costs. Additionally, in Audit Report DA-13-10, we reported that
the City of Guifport, Mississippi, did not support $5.7 million of contract costs.

According to 44 CFR 13.20(b){2); grantees and subgrantees must maintain récords that
adequately identify the source and application of funds they receive for financially
assisted activities. Additionally, 44 CFR 13.20({b){6) provides a list-of specific source
documentation, including cancelled checks, paid bills, payrolls, time and-attendance
records, and contracts that is acceptable as supporting documentationfor accounting

www,oig dhs.gov 10 OIG-14-102-D
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records. Federal cost principles reinforce these requirements by stating that grant
recipients must adequately document claimed costs.®

Unsupported costs resuited because subgrantees {1) had not established fiscal and
acecounting procedures that would allow us to trace expenditures to-confirm that
subgrantees used Federal funds according to applicable laws; regulations, and FEMA
policy or {2) did not maintain adequate accounting records. Further, the grantee did not
always verify that costs subgrantees claimed meét the standards for financial
management or ensure that its:subgrantees were aware of and followed record
retention and-access requirements.

D. Grant Management and Administrative issues

Federal regulations require states, as grantees, to (1) ensure that subgrantees {such as
cities and school districts) are aware of Federal regulstions.and (2} manage the day-to-
day operations of subgrant activity and monitor subgrant activity to ensure compliance
with applicable Federa! requirements.? Our reports included 82 grant management and
administrative recommendations covering project accounting, general grant
management; contracting practices, contract billings, and projéct costs, According to
FEMA officials; FEMA pays States, as grantees, an average of $143 million per year to
manage public assistance grants.

We reported instances in which grantees could improve grant management. In some
instances, grantees needed to {1} establish policies for recognizing direct-administrative
costs that are unraasonable or unnecassary, {2) submit FEMA quarterly reparts with
financial information in accordance with FEMA's Public Assistance Guide (FEMA 322,
{3} submit closeout documentation for projects as soon as practicable, and (4) develop
and implement oversight procedures to improve their monitoring of subgrantees. We
also reported instances of improper project accounting where subgrantees did not
account for disaster expenditures on a project-by-project basis. Failure to perform
project-by-project accounting increased the risk of duplicating disaster expenditures
among projects.

Federai reguiations establish uniform administrative rules for grants and procedures for
PA and HMGP project administration. These rules and procedures require grantees.and
subgrantees have fiscal controls, accounting procedures, and project administration
procedures to provide FEMA assurance that grantées and subgrantees {1} accurately

¥ Cost Principles for State, Local and indicn Tribol Goveraments {2 CFR, Part 225); Cost Principles for
Educational Institutions {2 CFR, Part 220}; and Cost Principies for Non-Profit Organizations {2 CFR,
Part 230).

¥ 44 CFR 13.37(a}{2) and 44 CFR 13.40(a), respectively.

*° Five year average (FY.-2009-FY 2013} based on State maragerent and administrative costs. Source:
FEMA's Chief Financial Officer.

www, oig. dhs.gov 1 0O1G-14-102-D
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report grant and subgrant financial and project status, (2} trace expenditures to a level
which ensures that use of funds does not viclate applicable statutes, and (3) adhere to
Stafford Act requirements and the specific provisions of applicable Federal regulations
when administering PA program-and HMGP grants.

Conclusion

This is the fifth consecutive year that we summarizad the results of our PA and HMGP
grant-audits in hopes of identifying systemic problems. Our reports éxamined activities
spanning many years and many declared disasters. Although our reports foecus on
problems we identify, it is important to recognize the exceptional work that FEMA and
State and local emergency management officials continue to perform in responding to
disasters-and getting recovery money to those who need it. However, grantees-and
subgrantees did not always properly account for and expend FEMA PA program and
HMGP funds. Fedaral regulations for grant administration require states, as grantees, to
‘oversee subgrant activities and ensure that subgrantess are aware of and follow Federal
regulations-designed to ensure financially assisted activitias comply with applicable laws
and regulations. Many of our findings and reportable conditions indicate that states
should do a better job of educating subgrantees and enforcing Federal regulations,

It is FEMA’s responsibility to hold states accountable for propér grant administration,
especially with regard to contracting practices, We questiorned $108 million more in
contract costs in FY-2013 than in FY 2012, mostly because grantees are not ensuring that
subgrantees are aware of requirements for complying with Federal procurement
regulations.

Although FEMA has the authority to waive certain-administrative requirements, it
should not be standard practice to allow nontompetitive and cost-plus-percentage-of-
cost contracts even when the costs are reasonable.’ Given the Federal government's
$17 trillion debtand last year's $680 billion-dollar annual budget deficit, all Federal
agencies need to minimize Federal outlays whenever possible. As we stated in our FY
2012 Capping Report, FEMA should continue to use the remedies specified in Federal
regulations-to {1} hold grantees.and subgrantees accountable for material
noncompliance with Federal statutes and regulations and {2) demand grantees and
subgrantees properly account far and expend FEMA funds.

Additionally, FEMA should consider requesting that grantees {1) evaluate their
capabilities to administer FEMA PA program and HMGP grants, {2} identify gaps
inhibiting effective grant and subgrant management and program and project
execution, and {3} identify opportunities for FEMA technical assistance, such as training

1 44 CFR 13.6 and 2°CFR 215.4

jo]
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and project monitoring. Finally, because ‘PA and HMGP projects. often take years to
complete, constant grantee monitoring is critical to ensure that subgrantees follow
applicable laws, regulations, and policies throughout the iife of the projects.

This report provides a means for FEMA to {1) examine its regulations, policies, and
pracedures and assess the need for changes based on the recuiring nature of our
findings and {2) inform state emergency management officials of grant and subgrant
activities they should avoid or implemient. Providing this report to PA and HMGP
program grantees will enable them to better ensure that subgrantees follow all laws,
regulations, policies, and procedures and properly account for and expend FEMA funds.

Starting in FY 2014, we have begun to focus more of our audits on recent disastersto
identify the progress grantees and subgrantees have made in complying with Federal
regulations and improving overall grant management. Because we have already
identified these problems and provided recommendations in prior capping reports, this
report-does not include any recommendations.

www.oig.dhs gov 13 OIG-14-102-D
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Appendix A
FEMA Public Assistance and Hazard Mitigation Grant and
Subgrant Audit Reports Issued in FY 2013

Unneeded Public Assistance Grant
Funds Awarded tothe Town of
Dauphin istand, Alabama ~ Tropical
Stormt ida

2 | DAI302 PA 1788, 1797 11/6/2012 | FEMA Should Recover $2.8 Million of $55 $5.3 $1,976,460
Public Assistance Grart Funds
Awarded to the Town of Dauphin
isiand, Alabama —~ Hurricanes Gustav
and lke

3 | DA-13-03 PA 16504 11/6/2012 | FEMA Should Recover $5.3 Million of $41.1 $12.2 $5,277,317
Public Assistance Grant Funds
Awarded tothe University of
Southern Mississippi = Hutricane
Katrina

4 | DA-13-03 PA 1608 11/20/2012 | FEMA Should Retover $7.7 Million of $12.4 $10.4 $7,682,532
PublicAssistance Grant Funds
Awarded ta the City of Lake Warth,
Florida- Hurricane Wilma

5 | DAI305 PA 1851 11/20/2012 | FEMA Should Recover $2.2 Million of 479 §7.9 $2,218,464
Public Assistance Grant Funds
Awarded to Memphis Light, Gas and
Water Division — Severe Weather,
June 2008

6 | DA-13-06 PA 1605 13/20/2012 | FEMA Should Recover 894,764 of $45 S4.4 $894,764
Pyblic-Assistance Grant Funds
Awarded to:Dauphin Island, Alabama
- Hurricane Katring

7 | DA-13:07 PA 1745 11/20/2012 | FEMA Should Recover $701,028 of $3.2 $3.2 $701,028
Public Assistance Grant Funds
Awarded 1o Memphis Light, Gas-and
‘Water Division— Severe Weather
February 2008

8 | DA-13-08 PA 1545, 1581 12/4/2012 | FEMA Shouid Recover $470,244 of s122 $10.8 $470,244
Public Assistance Grart Funds
Awarded to the City of Lake Worth,
Florida — Hurficanes Frances and
Jeanne

wwwoigdis.gov 14 QIG-14:102-D
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Appendix A {continued) .
FEMA Public Assistance and Hazard Mitigation Grant and
Subgrant Audit Reports Issued in FY 2013

DA-13:09 2/15/2013 . i & : $1,902,506
of Public Assistantce Grant Funds
Awarded to Hahcock County Utility
Authority - Hurricane Katrina

10 | DA~13-10 PA 1604 2/22/2013 | FEMA Should Recover $8.5 Miflion $233.9 $55.5 $8,483,138
of Public Assistance Grant Funds '

Awarded to the City of Guifport,
Mississippi, for Debris Removal and
Emergency Protective Measures -
Hurricane Katrina

11 | DA-1311 PA 1862 3/12/2013 | FEMA Should Recover $131,064 $3.0 $12 $131,064
Frorma $3;0 Miition Pyblic
Assistante Grant-Awarded ta the
City.of Norfoik; Virginia, for Tropicat
Storm ida and-a Nor'easter

12 | DA-13412 PA 1761 3/15/2013 | FEMA Should Recover $34,219 $3.0 $2.8 $34219
From a $3.0 Million Public
Assistanee Grant Awarded to Bibb
County, Georgla .
13 | DA-1313 PA 1604 3/15/2013 | FEMA Should Recover $3.2 Millio $24.8 4178 43,210,547
of Public Assistance Grant Funds
Awarded to Mass Point School
District~ Hurricane Katrina

14 | DA-13-14 PA 1761 4/4/2013 | The City of Macon, Georgia, 339 $35 50
Successfully Managed FEMA Public
Assistance Funds Awarded for
Severe Storms-t May 2008

15 | DA-13-15 | HMGP 1604 5/21/2013 | Contract Dispute Delaying 34.1 $3.4 E
Hurricane Shelters at Gearge
County, Mississippi: Interim Report
on FEMA Hazard Mitigation Grant
Program Funds Awarded 1o George
County, Mississippt

16 | DA-13:16 PA 1609 674/2013 | FEMA Should Recover $129,248 of $33 525 $129,248
Public Assistance Grant Funds
Awarded to City of Paim Beach
Gardens, Florida - Hurricane Wilma
Activities

[
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Appendix A (continued)
FEMA Public Assistance and Hazard Mitigation Grant and
Subgrant Audit Reports Issued in FY 2013

17 PA 1804 /712013 FEMA Should Rerover $3.5 Million 353 $4.6 $3.462.415
of Public Assistance Grant Funds
Awarded 1o the City of Gautier,
Mississippl ~ Hurricane Katrina

18 | DA:13-18 PA 1539 6/5/2013 FEMA Should Recover $4.1 Million $17.1 s128 $4,067,504

of Public Assistahce Grant Funds
Awarded to Oriando Utilities
Commission ~ Hurricane Charley
19 | DA:1318 PA 1545, 1561 | 6/13/2013 | FEMA Shoutd Recover $401,086 of 856 543 $401,045:
Public Assistance Grant Funds
Awarded tothe City of Paim Beach
Gardens, Florida~ Hurricanes
Frances and Jeanne

20 | DA-13-20 PA 1818 6/18/2013 | FEMA Should Retover $3.8 Million $31.2 $31.2 53,772,496
of Public-Assistance Grant Funds
Awarded to Kenergy Corporation,
Henderson, Kentucky

21 | pDA-13-21 PA 1785 7/8/2013 | Palm Beach County, Florida, $5.1 §4.8 $o
Appropriately Expended $4.8
Milfion of FEMA Publie Assistance
Funds Awarded for Beach
Renourishment Activities Under
Tropical Storm Fay

22 | bA13-22 PA 1545 7/10/2013 | FEMA Should Recover $1.6 Million $40.1 $24.7 $1,595,744
of Pubiic Assistarice Grant Funds
Awarded to Palm Beach: County,
Florida~ Hurricanhe Frantes

23 | DA-13:23 PA 1608 71072013 | FEMAShould Recover $4.8 Million 5317 518.2 54,875,233

of Public Assistance Grant Funds
Awarded to Paim Beach County,
Horida ~ Hurricane Wilma

24 | DA-13-24 PA 1561 7/10/2013 | FEMA Shouid Recover $§951,221 of $47.9 $29.2 $951,221
Public Assistance Grant Funds
Awarded to Paim Beach County,
Florida - Hutricane Jeanne

www.oig, dhis.gov 1 OIG-14-103-D
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Appendix A {continued)
FEMA Public Assistance and Hazard Mitigation Grant and
Subgrant Audit Reports Issued in FY2013

25| DAI34 PA 1557, 8/5/2013 Pennsyivania Department of $33.6 $27.7 $0
1587, 1649 Coniservation and Natural

Recourses Appropriately Expended
$33.6 Million of FEMA Public
Assistance Funds

26 | DA-13-26 PA 1539 8/5/72013 FEMA Should Recover $234,034 of $3.0 $18 $234,03¢
Public Assistanee Grant Funds
Awarded to City of Daytona Beach,
Florida - Hurricane Charley

27| DA-13-27 PA 1545 9/5/2013 FEMA Should Reenver $208,170 of $2.6 $18 $208,170
Public Assistance Grant Funds
Awarded Yo City of Daytona Beach,
Forida ~Hurricane Franees

28 | DA-13-28 PA 1818 5/13/2013 Big Rivers Electric Corporation $1.8 518 E)
Meets FEMA's Eligibility
Requirementsfor Participating in
the Public Assistance Program

28 { DD-13-01 PA 1603, 11/14/2012 | Reglonal Transit Authority Needs $1224 $86.3 471,459,638
To Insure Equipmient o Forgo 562
Miltian in FEMA Public Assistance
Funds, New Orleans, Louisiana

30 | DD<13-02 PA 1782 1732013 FEMA PublicAssistance Grant 459 $5.9 5955617
Furids Awarded to 5t Johrthe
Baptist Parish, Louisiana

31 | DD-13-03 PA 1800 1/4/2013 Ottawa lllinois Elementary School $16.3 $16.2 | 513,958,266
District Should Obtain Required
Fiood Insutance or FEMA Skould
Disallow.$14 Mitiion in Public
Assistance Grant Funds

32 | DD-13-04 PA 1771 1/14/2013 FEMA Improperly Applied the 50 $13.5 $13.5 $11,516,752
Percent Rule in its Decision To. Pay
for the Replacement of the
Martinsvilie High School,
Martinsville, Hlingis

33 { DD-13-05 PA 1603 1/25/2013 FEMA Should Disaliow 57.6 Milion $12.3 $12.3 47,552,785
in Public Assistance Grant Funds
Awarded to the Audubon
Commission, New Orleans,
Louisiana

www.sig.dhs.gov 17 OIG-14-102-D
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Appendix A {continued)
FEMA Public Assistance and Hazard Mitigation Grant and
Subgrant Audit Reports Issued in FY2013

EL

DD-13-06 PA 1607 2/27/2013 | FEMAShould Recover$6.7 $63.2 S45.6 $6,709,371
of ineligible or Unised Funds
Awarded to Cameron Parish,
Louisiana, for Hurritane Rita

35

oD-13-07 PA 1603, 2/27/2013 | FEMAShould Recaver$881,956 of §6.2 $6.2 $1,744,939
1786,1752 Ineligible Funds and $862,983 of
Unused Furids Awarded 1o St
Charles Parish School Board, Luling,
Loulsiana

36

DD-13-08 PA 1741 4/16/2013 | FEMA Should Disallow $4.1 Million $48.5 $48.5 $4,056,939
of the $48.5 Million Public
Assigtance Grafit Awarded 1o ARK

Valley Electric Cooperative, Kansas

37

DD-13-09 PA 1763 5/1/2013 FEMA Should Recover $13.8 Miflion $330.0 $330.0 | $13,786,951
in FEMA. Public Assistance Funds
Awarded to:Cedar Rapids, lowa, for

Ineligible Hydroslectric Plant

38

DD-13-10 HMGP NA 5/3/2013 FEMA Region Vi Should Ensure the $0 $0 40
Cost Effectiveness of Texas Hazard
Mitigation Grant Projects

3%

DD-13-11 PA 1603 8/15/2013 | FEMA Should Recover $46.2 Milion $291.9 $280.1 | $46,175,527
of improper Contracting Costs from
Federal Funds Awarded to the
Administrators of the Tulane
Educational Fund, New Crieans,
Louisiana

40

DD-13-12 PA 1508 8/22/2013 | FEMA Should Recover $1.7 Million $12.3 §12:3 $1,885,903
of Public Assistance Grant Funds
Awarded to Audubon Commission,
New Orleans, Loulsiana

41

DD-13-13 | HMGP 1608 9/10/2013 | Comal County Understated Project E) $o0 $0
Cost in Its'Hazard Mitigation Grant
Program Project Applieation

42

DD-13-14 PA 1819 $/20/2013 | FEMA Should Recover $7.5 Million $43.2 4432 $7,451,721
of the $43.2 Million Public
Assistance Grant Awarded to
Craighead Electric Cooperative
Corporation, Arkansas

43

Dp-13-15 PA 1603, 1607 | 9/26/2013 | State of Louisiana Needs a Strategy 50 50 $0
To Manage Hurricane Katrina and
Rita Public' Assistance Grants More
Effectively

wyww.oig.dhs.gov 18 OK3-14-102-D
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Appendix A (continued)
FEMA Public Assistance and Hazard Mitigation Grant and
Subgrant Audit Reports Issued in FY2013

{S) Be
33§ DS13-01 A 1646 131/38/2012 | The California Department of Parks $1.0 s1.0 $254,145
‘and Recreation Sacramento,
California; Successfully Managed
FEMA's Public Assistance Grant
Funds
45 | D513-02 PA 1628 12/27/2012 | The Town of San Anseimo, 816 16 $1,599,777
Caiifornia, Did Not Praperly
Account for and Expend FEMA's
Public Assistance Grant Funds
46 | D5-13-03 PA 1577 1/3/2013 The Gity of San Buenaventura, $23 514 | $1,503,650
Cafifornia, Did Not Progerly
Accoint for and Expend FEMA
Public Assistance Grant Funds
47 | D513:04 PA 1663 3/8f2013 FEMA Should Disaliow $21,113 of $1.0 S0 $21,133
the §653,716 in Public Assistante
Grant Funds Awarded to the Alaska
Department of Natural Resources,
Wasilla, Alaska
48 | Ds-13-05 PA 1628 3/27/2013 | The California Department of Parks s8.0 $27 1,780,249
and Recreation Did Not Account for
or Expend $1.8 Miilion in FEMA
Grant Funds According to Federal
Regulations and FEMA Guidelines
49 | D5-13-06 PA 1669 4/5/2013 FEMA Improperly Applied the 50 $1.3 310 $398,186
Percent Riile in its Decision To Pay
the Alaska Department of Natural
Resources To Replace a Damaged
Bridge
50 | DS-1307 PA 1557 47972013 LA County Charges FEMA for $54.9 $54.9 $111,835
Unauthorized Fringe Benefits Costs:
Second Interim Report on FEMA PA
Grant Funds
51 | DS-13-08 PA 1660 4£16/2013 FEMA Néeds To Deobligate $1.1 $7.5 $6.4 $1,176,377
Million in Unneeded Funding and
Disallow $52,812 in Unsupported
Costs Associated with the FEMA PA
Grant Awarded to Pima County,
Arizona

www.oig.dhs.gov 1% OIG-14-102-D
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Appendix A {continued)
FEMA Public Assistance and Hazard Mitigation:Grant and
Subgrant Audit Reports Issued in FY2013

52 | D$-13-09 PA 1663 4/30/2013 | The Alaska Department of 1.9 $1.9 $1.456,170
Transportation and: Public Facilities,
Central Region, Did Not Properly
Account forand Expend $1.5
Million in FEMA Public Assistance
Grant Funds

53 | D5-13-10 PA 1577 6/11/2013 | Unneeded Fundingand $54.9 548 $2,441,506
Management Challenges
Associated with the FEMA Grant
Awarded to Las Ahgeles County,
Califormnia: Third interim Report
54 | DS-13-11 PA 1577 7/1B/2013 | LosAngeles County, California, Did $54.9 $54.9 $3,942,409
Not Properly Account For-and
Expend §3.9 Million In FEMA Grant
Funds for Debris-Related Costs

55 | DS-13-12 PA 1577 5/9/2013 Los Angeles-County, California, Did $54.9 $54.9 $13,543
Not Properly Account foror Expend
About 514,000 in FEMA Grant
Funds

56 | DS-13-13 PA 1628 8/20/2013 | TheCity of Pacifica, California, $2.9 528 $101,335
Generally Followed Regulations for
Spending FEMA Public Assistance
Funids

57 | DS-13-14 PA 1840 /242013 | FEAM Should Recover $4.2 Million $42 $4.2 $4,208,399
of Puiblic Assistance: Grant Funds
Awarded ta the Department of
Design and Construction, Honolulu,
Hawall

58 | 01G-13-23 PA 1665 3/29/2013 | FEMA Should Recover $48 Million $55.4 $53.0 $48,465416
of Public Assistance Grant Funds
Awarded to Frie County, New York
~ Severe Weather October 2006
59 | O16-13-25 PA 1857 1/25/2013 | Erie County, New York, Generally §10.2 515 $86,818
Fotiowed Regulations for Spending
Public Assistance Grant Funds for
Flooding in August 2009

www.oig.dhs.gov 20 01G-14-102-D
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Appendix A {continued)
FEMA Public Assistance and Hazard Mitigation Grant and

Subgrant Audit Reports Issued in FY2013

PA PA PA PA PA
56 35 $1.698 $1273 | $307.821,907
SubTotals  NGE | TGP HMGP HMGP HMGP
3 2 $4.1M) §3.4(Mm) 30
Totals 59 38 $17 $128 | $307,821,907

Copies of the audit reports we issued in FY 2012 are available at the following web

address:

wivwobzdhig pov
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Appendix B
Objectives; Scope, and Methodology

The Department of Homeland Security Office of Inspector Ganeral was established
by the Homeland Secutity Act of 2002 (Public Law 107-296) by amendment to the
Inspector General Act of 1978. This is one of a series of audit, inspection, and special
reports prepared as part of our oversight responsibilities to promote economy,
efficiency, and effectiveness withinthe Department.

The objectives of this report were to identify FY 2013 frequently reported audit
findings and quantify the financial significance of these findings. In FY 2013, we.
issued 59 audit reports on grantees and subgrantees awarded FEMA PA and HMGP
funds between August 2004 and December 2009 resulting from 38 presidentially
declared disasters in 21 states.** The objective of those 59 audits was to determine
whether the granteas and subgrantees accounted for and expended FEMA funds
according to Federal regulations and FEMA guidelines. Our HMGP audit objectives
alsoincluded determining whether the projects met FEMA eligibility requirements
and project management camplied with applicable regulations and guidelines. We
reviewed audit findings and recommendations made to FEMA officials as they
related to the PA and HMGP program funds that FEMA awards to State, local, and
tribal governments, and-eligible nonprofit organizations. Appendix A lists the

59 audit reports.and provides a link to-our-web page where copies are available,

Our PA and HMGP audits covered subgrantees that had (1} completed all FEMA-approved
warkand reported final costs to the grantee, which in turn had requested final FEMA
payment; (2} completed all work and reported final costs to the grantee that-had notyet
requested final FEMA payment; (3} completed selected projects but had not reported
final project costs to the grantee; or (4) projects in progress of projects that had not yet
started. The subgrantess we audited received awards totaling $1.7 billion for debis
removal; emergency protective measures; or permanent repair, restoration; and
replacement of damaged facilities. We audited $1.28 billion of the $1.7 billion, or

75 percent of the amounts awarded to the recipients auditad,

We conducted this performance audit between October 2013 and May 2014 pursuant
to the Inspector General Act of 1978, as amended, and according to generally accepted
government auditing standards. Those standards require that we plan and perform the
audit to obtain sufficiant, appropriate evidence to provide a reasonable basis for our
findings.and conclusions based upon our audit objectives. We believe that the aevidence
obtained during this audit and during the 59 performanceaudits provides a reasonable

2 Of the 59 audits, 13 were audits of subgrantees that suffered damage frorh Hurricane Katrina declared
in August 2005.

g
3
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basis for our findings and conclusions based upon our audit objectives. We condycted
these audits according to the statutes, regulations, and FEMA policies and guidelines in
effect at the time of the disasters. Our review included analyses of {1} findings and
recommendations in-our FY 2013 grant-audit reports and (2} applicable Federal
regulations, Office of Management and Budget grant and audit guidance, and FEMA PA
and HMGP guidance applicable to the conditions rioted. We did not assess the adequacy
of the internal controls applicable to grant activities because it was not necessary to
accomplish-our audit objective:

www.oig.dhis.gov 23 O1G-14-102-D
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Appendix C
Report Distribution
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Introduction

Good Afternoon Chairman Begich, Ranking Member Paul, and Members of the Subcommittee.
My name is Joseph Nimmich, and I am the Associate Administrator for the Office of Response
and Recovery (ORR) at the U.S. Department of Homeland Security’s (DHS) Federal Emergency
Management Agency (FEMA).

Thank you for the opportunity to discuss FEMA’s efforts to make our programs and processes
efficient to ensure we continue to meet our critical mission. The Agency continues to assess and
evaluate on a recurring basis its resource alignment and usage to ensure we are focused on those
programs that have the most significant impact on the Agency’s ability to fulfill its overall
mission. FEMA leadership across the Agency supports Secretary Johnson's “Strengthening
Departmental Unity of Effort” initiative by actively participating in DHS- and Agency-wide
formal engagements, such as Program and Budget Reviews (PBRs), weekly forums to improve
internal collaboration, and inclusive strategic assessment and planning to consider the important
questions about FEMA performance and overall effectiveness and efficiency.

Moreover, FEMA will continue to build on its successful past efforts to streamline and enhance
current business processes, while using smart and innovative technologies, to better maximize
the delivery of services and the efficient and effective use of available resources to achieve its
five priorities:

Be survivor-centric in mission and program delivery;

Become an expeditionary organization;

Posture and build capability for catastrophic disasters;

Enable disaster risk reduction nationally; and

Strengthen FEMA'’s organizational foundation to invest in our workforce, work smarter
through data analytics, streamline business processes, and align strategy, budget
execution and performance.

nok =

The focus of the fifth priority is to ensure a system that fully supports smart and good business
practices, consistent with the authorities and responsibilities enacted by the Congress. In
addition FEMA’s priorities are framed and guided by two critical imperatives: undertaking a
whole community approach to emergency management; and fostering innovation and learning,
which further enhance overall mission effectiveness and program efficiencies across all of
FEMA through eollaborative efforts.

Strategic Planning and Resource Alignment

FEMA's senior leadership is focused on strengthening the connections among strategy, budget,
execution and performance through a comprehensive resource management system. Through
our PBR process, FEMA brings together these leaders, from its major programs and offices, to
discuss and justify, in detail, how all available resources will be used to achieve our priorities.
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Then FEMA conducts further assessments each fiscal quarter to assess and validate performance
resources and identifies necessary changes to meet any gaps in mission execution. Through
these efforts, FEMA identified and executed a number of organizational and programmatic
changes to achieve overall efficiencies including: (a) consolidation of facilities within the
National Capital Region (NCR) through workplace transformation; (b) strategically reducing
non-disaster travel; (c¢) reducing the reliance on contracts through a more balanced

workforce. These efficiencies have allowed FEMA to reinvest resources to maintain critical
staffing levels and systems support.

Additionally, FEMA participates in the new DHS Sccretary and Deputy Secretary-led senior
leader forums and DHS’s integrated program and budget review, and FEMA has a seat on the
new DHS Joint Requirements Council to ensure we account for whole-of-Department priorities
and considerations in our resource planning and execution.

Disaster Operations

FEMA has made several recent changes, many of them enabled by the authorities in the Sandy
Recovery Improvement Act of 2013 (SRIA), that have reduced disaster management costs,
improved the timing and execution of disaster services to better meet community needs and
enhanced applicants’ access to disaster grants.

Disaster Funds Management

FEMA implemented a number of changes to enhance disaster funds management, while also
improving the delivery of disaster services. For example, through the development and use of
new technology. disaster survivors are now able to get timely information and register for
eligible benefits online, including via mobile devicces.

Streamlining Processes

Through use of new authorities enacted under SRIA, FEMA is streamlining and enhancing the
decision-making processes related to its Public Assistance and debris removal grants. This has
led to a reduction in the administrative costs for the federal government as well as the applicants.

Increasing the Use of Virtual Joint Field Offices

FEMA continues to examine and update its policies on overall disaster operations including
increasing the use of Virtual Joint Field Offices (JFOs). These Virtual JFOs are staffed by
employees from FEMA'’s regional offices, who bring a thorough knowledge of state, local, and
tribal dynamics to their work. This knowledge serves to better guide disaster applicants through
the grant process and makes the overall process more effective.
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Reducing Unspent Balances

Finally, FEMA implemented new funds management techniques to reduce large unspent
balances. These techniques, including Strategic Funds Management, require spend plans for
every disaster, timelier reviews and adjustments of mission assignments based on actual
requirements, and prioritization of the close-out of previous disasters. These Disaster Spend
Plans not only have informed and improved disaster planning and decision-making, but have also
created a stronger partnership with states, tribes and localities.

Non-Stafford Events and National Disaster Recovery Framework Successes

Enhanced capability for recovery at the state, local, tribal and territorial level, along with well-
organized federal support, is one of the most effective ways to increase the efficiency of disaster
recovery. The National Disaster Recovery Framework (NDRF) describes roles and
responsibilities and the capabilities needed across the whole community to lead, coordinate and
support resolution of a wide range of challenges faced in recovering from disaster. It enables
coordination and recovery planning at all levels of government before a disaster, and defines
how we will work together, following a disaster, to best meet the recovery needs of individuals
and communities.

The National Preparedness Goal established eight recovery core capabilities: Planning,
Operational Coordination, Public Information, Housing, Economic, Health and Social Services,
Infrastructure Systems, and Natural and Cultural Resources. These capabilities set more specific
targets for the federal, state, local, tribal and territorial governments to address recovery from a
whole community perspective, build new partnerships, and expand their planning horizons.
These core capabilities are not exclusive to any single level of government or organization, but
rather require the combined efforts of the whole community.

While Stafford Act assistance can address the key recovery and basic reconstruction needs after
overwhelming events, other resources can also be used in non-Stafford events. The leadership,
coordination structure, and partners needed to address thesc more holistic core capabilities in all
manner of events requires a new approach — one espoused by the NDRF. States and localitics
have begun to take up this challengc.

The federal government has also been applying these core capabilities to better leverage
resources already available across the federal family in a myriad of agencies. The six Recovery
Support Functions outlined below, led by the Federal Disaster Recovery Coordinator (FDRC),
comprise the federal coordination structure across the eight core capabilities and bring the full
resources of the federal government.

¢ Community Planning and Capacity Building: Federal Emergency Management Agency
e Economic: U.S. Department of Commerce
s Health and Social Services: U.S. Department of Health and Human Services
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¢ Housing: U.S. Department of Housing and Urban Development
s [nfrastructure Systems: U.S. Army Corps of Engineers
¢ Natural and Cultural Resources: U.S. Department of Interior

Through application of the concepts and coordination under the NDRF, we are sceing increased
efficiency and effectiveness as impacted communities are using a wider range of federal
capabilities beyond what FEMA alone can provide. FEMA has begun developing a multi-year
Regional All-Hazard Recovery planning effort to build more specific relationships and
coordination expectations among the regional fedcral partners and their respective states. These
plans will build further federal agency capability and involvement in recovery, but will also
serve to increase states engagement with a wider range of potential recovery resources that may
be applied after any event.

Role of Voluntary Organizations Active in Disaster

Non-governmental organizations, such as the National Voluntary Organizations Active in
Disaster, the American Red Cross and the Heritage Preservation National Task Force are
standing members of the Recovery Support Functions (RSFs) and provide support during both
non-Stafford Act events and Stafford Act events.

Since June of this year, FEMA Headquarters and Regional FEMA Voluntary Agency Liaisons
have been activated to support the ongoing efforts regarding the unaccompanied children issues
and coordinating with voluntary organizations such as Catholic Charities, American Red Cross,
and many other organizations who are providing case management and social service assistance
to the children in need.

Non-Stafford Assistance Examples

The FDRC can play a key role in helping states manage non-Stafford Act events by offering
consultation and facilitating engagement with partners. An FDRC can assist in identifying
resources outside of FEMA available pre- or post- disaster. Federal presence, if warranted, is
typically limited to technical assistance following non-Stafford Act events; however, a limited
number of Federal agencies like the Small Business Administration (SBA) and the United States
Department of Agriculture (USDA) maintain programs or authorities that can directly support
the needs of impacted communities outside a Stafford Act declaration.

Several specific examples illustrate how the principles and approach espoused in the NDRF can
be carried out in Non-Stafford Act events.

Harrisburg lllinois Tornadoes

On February 29, 2012, severe storms and tornadoes affected several counties in Iilinois,
damaging an estimated 440 homes in the City of Harrisburg. It was determined that the event
did not exceed the capabilities of the State of Illinois, and a Stafford Act declaration was not
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granted. However, FEMA Region V Recovery Coordination staff deployed to provide technical
assistance in support of State efforts to apply NDRF principles and concepts to identify and
coordinate recovery assistance around the needs and goals of the impacted communities. On
April 2, 2012, the Governor’s office announced that $13 million in state assistance was available
to support recovery needs in the impacted communities. This package was made up of
reprioritized existing state and federal programs and block-grants. Following the announcement,
state agency representatives met in the affected communities to outline programmatic
rcquirements, coordinate assistance, and support the development of a unificd local recovery
plan.

National Drought Resilience Partrership

The recent collaboration between federal agencies, state and local governments, and
nongovernmental organizations to improve community preparedness and resilience to drought
demonstrates the usefulness and flexibility of the NDRF when applied to Non-Stafford Act
events. The Framework concepts and principles have supported a coordinated national response
to drought since 2012. This support continues to the present with the establishment of the
National Drought Resilience Partnership.

The FEMA Region [X Federal Disaster Recovery Coordinator utilized existing authorities to
facilitate broad federal involvement, manage state and federal collaborative efforts, and brought
back guidance from the National Drought Resilience Partncrship. In addition, the Regional
Recovery Coordination staff worked with the Regional Interagency Steering Committee (RISC)
to hold a drought panel discussion between Nevada, Arizona and California at the RISC meeting.

Moving Forward

As part of a concerted effort to capitalize on these events, FEMA is integrating three best
practices into preparedness efforts and the development of additional national guidance.

o Identification of traditional and non-traditional federal, state and tribal non-Stafford Act
programs that can be used to support the needs of impacted communities. States benefit
from an understanding of the wider range of agencies and partners that have resources
available. Specifically, an understanding of how block-grants and other available federal
programs may apply to recovery is essential when considering potential resources.

» A scalable, flexible, and adaptable support structure is crucial. Coordination
requirements for current and potential support should be considered to ensure that the
structures established are appropriately scaled. Localities must have their own
partnerships and ability to conduct outreach to assistance sources.

s Recovery requires more than programmatic resources. Technical assistance that is
available from non-Stafford federal programs, as well as through a variety of state, non-
governmental and non-profit organizations is key, especially when a state, tribal, or local
government does not meet the criteria for Stafford Act assistance.

6
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Workforce Management

FEMA’s incident workforce must be appropriately staffed, trained, and equipped for rapid
mobilization, deployment, and employment to provide expeditionary, survivor-centric support
and to fulfill statutory requirements in the mitigation, response, and recovery mission areas of
national preparedness. FEMA’s workforce has one central goal — to ensure the Agency builds,
sustains, and continuously improves its capability to prepare for, protect against, respond to,
recover from, and mitigate all hazards. Managing our workforce well is vital to achieve this goal.

FEMACorps

In the past two years, FEMA has strengthened its disaster workforce through a partnership with
the Corporation for National and Community Service’s AmeriCorps National Civilian
Community Corps, to train and deploy FEMA Corps members at disasters, as well as support
overall readiness and preparedness. FEMACorps has been a success both in terms of its mission
results, and in terms of managing and reducing disaster costs. FEMACorps also has increased
the reliability and diversity of the disaster workforce, promoted an ethic of service, and expanded
education and economic opportunity for young people.

Cadre Management

FEMA has revamped its approach to cadre management by developing new governance
mechanisms, policies, and clarified roles and responsibilities for the management and
coordination of FEMA'’s operational cadres. FEMA’s cadre management framework is designed
to effectively maintain operational readiness on both the individual and collective level by
drawing from five operating principles: Staffing Force Structure; Educating and Training Cadre
Members; Qualifying Cadre Members; Equipping Cadre Members; and Performance
Management.

FEMA Qualification System

FEMA developed and implemented a new FEMA Qualification System (FQS), consistent with
the Post-Katrina Emergency Management Reform Act of 2006, as part of a multi-faceted
transformation effort to ensure that the Agency’s incident workforce is credentialed and
qualified. FQS establishes for all workforce positions minimum, consistent qualification
standards, which FEMA employees achieve through experience, training, and demonstrated
performance. FEMA regularly reviews and updates FQS based on changes to Agency policies
and procedures.

Deployment

FEMA deploys personnel based on requests submitted from an affected state, tribe or territory.
FEMA is developing operational plans to serve as templates for future disasters. These
templates, which are called force packages, will be customizable according to the needs and
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requirements of the impacted state, local, tribal and territory. This approach allows FEMA to
deploy in a targeted manner, thus ensuring efficient use of the personnel and resources, and
ensuring the Federal Coordinating Officer (FCO) can focus on the unique tasks and personnel
requirements of disaster management.

FEMA will incorporate detailed analysis of potential or actual impacts within the force packages.
This analysis will help FEMA be more prepared to respond to an event. These force packages
will be developed in coordination with FQS Certifying Authorities and Officials, FEMA
Headquarters components, and FEMA’s ten Regions.

Non-Disaster Grants Management

FEMA continues to focus on issuance and management of non-disaster grants. During the past
two years, FEMA implemented enhanced controls over the review of extension requests, while
continuing to prioritize the close-out of open grants. As a result of these efforts, FEMA reduced
the balances of open non-disaster grants by nearly 50 percent. In addition, FEMA submitted a
National Preparedness Grant Program legislative proposal in support of the President’s budget to
consolidate current state, local and tribal preparedness grant programs. This proposal would
improve coordination among grantees, eliminate duplicative efforts and support the sustainment
and development of the core capabilities described in the National Preparedness Goal.

Joint Planning

FEMA coordinates planning activities with other departments and agencies to align the federal
support to states, localities, tribes and territories to respond to and recover from catastrophic
incidents.

Planning has been improved at the national level and across all ten FEMA Regions through the
employment of an “Ali-Hazards” planning construct pursuant to Presidential Policy Directive
(PPD)-8 “National Preparedness.” Federal Interagency Operations Plans (FIOP), which are
single “All-Hazards” plans for the response and recovery mission areas, set forth the concepts of
operations across the emergency and recovery support functions for routine and catastrophic
hazard scenarios. FEMA coordinates the development of incident-specific annexes where
necessary to address tasks and critical considerations for unique situations or requirements that
would not otherwise be addressed in the “Ali-Hazards™ plan. Each Icad and supporting
department and agency, including a multitude of FEMA programs, collaborates in a unified
effort to reduce the development and maintenance of separate plans. A single five-year planning
schedule enables FEMA to synchronize its planning efforts with other departments and agencies
to ensure planning addresses the Strategic National Risk Assessment and regional Threat-
Hazard-Identification-Risk-Analysis (THIRA).

Substantial improvements have been made in the integration of planning assumptions, concepts
of operations and support requircments with FEMA’s interagency partners. For example, the
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Department of Defense’s CONPLAN 3500, which outlines defensc support to civilian
authorities, is based on planning assumptions and requiremcnts that are integrated with the FIOP
for response. U.S. Northern Command (USNORTHCOM), through the Defense Coordinating
Officers that operate at FEMA Regional Offices, is in the process of developing support
playbooks for executing its roles and requirements identified in regional All Hazard Plans and
associated incident-specific annexes. The most recent USNORTHCOM playbooks include those
for the FEMA Region X Alaska Response Annex, Region IX and X Cascadia Subduction Zone
Annexes and Region IX Southern California Earthquake. Future playbook initiatives will be tied
to the Region IV, V, VI and VII New Madrid Seismic Zone earthquake annexes and the Region
111 and V improvised nuclear devise response annexes.

Federal interagency planning has become more integrated across missions and hazard types,
through the development of joint annexes to the response and recovery FIOPs. Recent
collaborations include:

e Developing the Biological Incident Annex with the Department of Health and Human
Services and the DHS Office of Health Affairs;

* Developing the Oil/Chemical Incident Annex with the Environmental Protection Agency
and Coast Guard; and

e Developing the Nuclear/Radiological Incident Annex with the Nuclear Regulatory
Commission, FEMA Radiological Emergency Preparedness Program, the Department of
Energy and the Department of Defense.

The Emergency Support Function and Recovery Support Function Leadership Groups coordinate
a collaborative planning effort that involves dozens of other departments and agencies, such as
the Federal Bureau of Investigation and DHS Operations Coordination and Planning.

Workplace Transformation Initiative

FEMA is transforming its physical workspace, shrinking its facilities footprint, and emphasizing
mobility, hoteling and telework for its employees as part of the Agency’s Workplace
Transformation initiative. FEMA began the process of workspace consolidation with the
primary goal of providing a more collaborative and productive environment. This approach
emphasizes flexible workspaces, in which our work is accomplished anywhere our team
members are located, rather than in specific offices and cubicles. Technology, such as voice
over internet protocol, wireless connectivity, enhanced conference bridge capabilities and
boosted cellular signals, are being employed to facilitate collaboration.

The strategy includes an effort to reduce the number of office buildings FEMA leases in the
National Capitol Region (NCR) from eight to three, reducing office space by hundreds of
thousands of square feet and saving FEMA $11.4 million annually by Fiscal Year (FY) 2016. As
the NCR transformation is completed, FEMA also intends to review its footprint at the regional
level.
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FEMA was recognized by the Office of Management and Budget (OMB) as a leader for
achieving space efficiency as a result of this effort. FEMA was also recognized by DHS for the
use of telework.

Information Systems

FEMA relies extensively on its information technology (IT) systems to perform its critical
mission of leading America to prepare for, prevent, respond to, recover from, and mitigate
against disasters. In turn, the country relies on FEMA to continue operations during all disasters
and emergencies, including cyber events.

To make its systems more resilient and secure, the FEMA Officc of the Chief [nformation
Officer (OCIO) is executing a comprehensive FEMA-wide Cyber Security Resiliency Review,
and is instituting numerous changes throughout FEMA. The goal of the effort is to strengthen
the security and resiliency posture of FEMA’s information technology environment. Some
concerns identified during the review can be addressed quickly through policy and
documentation updates or governance changes, while others will require additional planning and
the reprioritization of funding.

Short term efforts, of which many have been completed, include:

* Aligning the Chief Information Sccurity Officer and Office of Information Assurance as
direct reports to the FEMA ClO in accordance with government and industry best
practices;

» Continuing implementation of Personal Identity Vcrification cards for IT system access,
which provides vetted federal employees and partners seamless and secure access to
FEMA information systems and applications. While the Agency moved from zero
percent compliance to 66 percent in a span of three months and met DHS’s FY 2013
goal, we are focused on even greater compliance. This effort will further harden FEMA’s
network and hardware against unauthorized access;

¢ Altering FEMA’s approach to system authorizations by incorporating program office
leadership under a “Shared Accountability” model to ensure that FEMA IT systems are
secure prior to deployment and operation, and that FEMA can make a balanced-risk
decision between its security posture and mission enablement;

e Consolidating and validating FEMA’s systems inventory, which requires documenting,
verifying, and strengthening the security and resilience of FEMA’s mission essential
systems and applications; and

* Reviewing, revising, or developing security plans to clearly define each system’s Federal
Information Processing Standard Security Categorization and Authorization Status.

In FY 2014 the Chief Information Officer will stabilize FEMA IT, and over the next several
years the CIO will lead an effort to optimize and transform FEMA IT to enable FEMA and the
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whole community to support our citizens and first responders efficiently and effectively. Once
fully implemented, OCIO’s short term changes should immediately strengthen and streamline
FEMA’s IT security oversight and control processes. Intermediate and long-term efforts include:

¢ Continuing to consolidate and validate FEMA’s systems inventory;

» Maintaining and strengthening the security posture of FEMA’s authorized systems,
particularly with respect to mission-critical systems that FEMA will rely on during a
disaster or cyber event;

¢ Planning for and developing a comprehensive financial and grants system modermization
plan.

With full implementation of these intermediate to long term efforts, FEMA systems will have a
much higher degree of reliability, availability, and resiliency during a disaster or cyber event.

Financial Systems Technology Refresh

FEMA’s Integrated Financial Management Information System (IFMIS) was at risk of failure
due to outdated hardware and a 20-year old operating system. To mitigate the risk of failure,
FEMA took steps to stabilize IFMIS as part of a “technology refresh.” The refresh migrated
IFMIS to a Linux operating system and web platform called WebIEMIS. The refresh added
more memory to increase system capacity and accommodate more users. The system now
includes additional redundancy that provides a new layer of protection against system
failures. As a result of these efforts, FEMA has improved the security and resiliency posture of
its core financial system. FEMA recognizes that additional vulnerabilities persist, and is
working with DHS on permanent solutions. These include planning and developing a
comprehensive financial system modernization plan. FEMA is also implementing interim
enhanced applications to meet business needs, including an enhanced and significantly less
costly budget management system, an improved property management system, an automated
requisition system, and the new travel system referenced below.

Concur Government Edition

FEMA was the first DHS component to fuily implement a new travel system that included all
disaster travel and automated 80 percent of employee travel management, making the accounting
and budgeting processes more efficient. Moving forward, all FEMA disaster travel will be
processed through the Concur Government Edition (CGE) travel system. This system will
process more than 160,000 vouchers per year for a total of $275 million processed. And the
estimated 10 to 15 full time employees who previously processed these vouchers manually will
be reassigned to other important work. This could save an estimated $1.2 million to $1.8 million,
potentially allowing FEMA to reinvest that savings to accomplish other priorities.

Improved Audit Process and Results
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FEMA implemented several programmatic changes to improve the efficiency of the audit
response and resolution process, including:

o Performed retrospective analysis of the findings from the past three years of public
assistance audits to understand the full scope of issues and prioritize corrective actions;

¢ Established an Audit Response Unit within the Recovery Directorate to increase the
Agency’s capacity to respond to and implement the Office of Inspector General’s (OIG)
findings;

o Established Disaster Procurement Assistance Teams that deploy during disasters to
provide just-in-time training and guidance during a disaster so that procurement related
mistakes are reduced; and

FEMA Administrator Craig Fugate made audit resolution a priority, setting performance goals
and requiring monthly reporting on audit resolution progress. FEMA is also investing in
improved analytic capabilities across the Agency, while focusing on proper and responsible use
of the Disaster Relief Fund.

In a concerted effort to improve internal controls and processes, FEMA:

o Offers policy and guidance material to grantees and sub grantees;

* Conducts quality assurance and quality control reviews with both an initial and final
review of each project obligated;

e Conducts training courses for its staff as well as for our state and tribal partners;

* Uses process improvement modeling and analytic tools to mine audit findings to inform
improved business practices and program management across FEMA; and

* FEnsures FEMA’s Audit Tracking and Analysis System is compliant with the OMB A-50,
and that audit response management is timely, accurate, supports analytics, eliminates
duplication and improves monitoring, tracking and reporting of data.

As a result of FEMA’s efforts, FEMA reduced its two material weaknesses, which include grants
management and information technology controls and system functionality, as part of the DHS
annual Financial Statement Audit for Grants Management and Information Technology Controls
and System Functionality to Significant Deficiencics. FEMA also positively contributed to
DHS’s first ever clean financial statements audit in 2013, through these efforts. FEMA has
reduced the number of open OIG recommendations, closing out 1,712 recommendations sinee
January 2012, while at the same time addressing $1 billion in questioned costs. Eighty percent of
questioned costs were identified as allowable costs, and the remaining 20 percent were
disallowed and returned to the Disaster Relief Fund (DRF).

Conclusion

FEMA is committed through its actions and its leadership to using, managing and maximizing its
resources and its workforce to support the DHS Secretary’s priorities and the expectations of the
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American public. The Agency continues to achieve these goals by enhancing workforce
capabilities, streamlining business processes and harnessing the benefits of improved
information systems. Our strategic framework, our management approach and our culture of
improvement demonstrates a commitment to better serve states, tribes, survivors and
communities, who are our ultimate stakeholders.

We Jook forward to providing continued information to the Subcommittee to facilitate its critical
oversight function and to working together to protect the nation.
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FEDERAL EMERGENCY MANAGEMENT
AGENCY

Opportunities to Achieve Efficiencies and Strengthen
Operations

What GAO Found

GAO’s recent and ongoing work examining the Federal Emergency Management
Agency's (FEMA) administrative costs of providing disaster assistance highlights
opportunities to increase efficiencies and potentially reduce these costs. In
September 2012, GAO reported that FEMA’s administrative costs for disaster
assistance had doubled in size as a percentage of the overali cost of the
disasters since fiscal year 1989, and often surpassed its targets for controlling
administrative costs. GAO also conciuded that FEMA’s administrative costs were
increasing for all sizes of disasters and for all types of disaster assistance. FEMA
issued guidelines intended to improve the efficiency of its efforts and to help
reduce administrative costs. However, FEMA did not make this guidance
mandatory because it wanted to allow for flexibility in responding to a variety of
disaster situations. {in 2012, GAO recommended that the FEMA Administrator
implement goals for administrative cost percentages and monitor performance to
achieve these goals. However, as of June 2014, FEMA had not taken steps to
implement GAO's recommendation. GAQ’s ongoing work indicates that FEMA is
implementing a new system to, among other things, collect and analyze data on
the administrative costs associated with managing disasters to enable managers
to better assess performance. However, according to officials, FEMA is still
working on systematically collecting the data. As a result, it is too early to assess
whether this effort will improve efficiencies or reduce administrative costs.

GAO has also reported on opportunities to strengthen and increase the
effectiveness of FEMA's workforce management. Specifically, GAO reviewed
FEMA human capital management efforts in 2012 and 2013 and has made a
number of related recommendations, many of which FEMA has implemented;
some of which are still underway. For example, GAO recommended that FEMA
identify long-term quantifiable mission-critical goals and establish a time frame
for completing the development of quantifiable performance measures for
workforce planning and training, establish lines of authority for agency-wide
efforts related to workforce pianning and training, and develop systematic
processes to coflect and analyze workforce and training data. FEMA concurred
and is stilt working to address these recommendations. For example, FEMA’s
deployment of its disaster assistance workforce during the response to Hurricane
Sandy revealed a number of challenges. in response, according to agency
officials, FEMA is, among other things, analyzing its disaster assistance
workforce structure to ensure the agency is capable of responding to large and
complex incidents. GAO will continue to evaiuate these efforts to assess their
effectiveness.

in March 2011, GAO reported that FEMA could enhance the coordination of
application reviews of grant projects across four of the largest preparedness
grants (Urban Areas Security initiative, State Homeland Security Program, Port
Security Grant Program, and Transit Security Grant Program) which have similar
goals, fund similar types of projects, and are awarded in many of the same urban
areas. GAO recommended that FEMA coordinate the grant application process
to reduce the potential for duptication. FEMA has attempted to use data to
coordinate two programs and also proposed to consolidate its preparedness
grant programs, but FEMA'’s data system has been delayed, and Congress did
not approve FEMA's consolidation proposal for either fiscal year 2013 or 2014,
United States Government Accountability Office
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Chairman Begich, Ranking Member Paul, and Members of the
Subcommittee:

| appreciate the opportunity to testify today about efforts by the Federal
Emergency Management Agency (FEMA), a component of the
Department of Homeland Security (DHS), to more efficiently lead the
nation’s efforts to prepare for, respond to, and recover from disasters. We
have reported on a broad range of issues related to FEMA’s programs
and operations over the last decade and currently have ongoing work for
this committee evaluating disaster administrative costs and workforce
planning, as well as federal catastrophic response efforts, post-disaster
mitigation, and states’ disaster budgeting practices.

Large disasters are increasingly complex and costly. For example, in
fiscal year 2014 Congress appropriated $6.2 billion for FEMA’s Disaster
Relief Fund.™ As we reported in 2012, FEMA obligated over $80 billion in
federal assistance for major disasters deciared from fiscal years 2004
through 2011.2 In addition, the increasing number and size of disasters
require an increasingly large federal disaster assistance workforce. As we
reported in April 2012, FEMA responded to more disasters in fiscal year
2011 than in any other year in its history when FEMA’s disaster
assistance workforce responded to 124 declared major disasters and
emergencies. Then, in October 2012, Hurricane Sandy hit the East Coast
and more than 17,000 federal personnel—inciuding more than 7,500
FEMA staff—were deployed as part of one of the largest deployment of
personnel ever, For fiscal year 2014, Congress appropriated $1.5 billion
for six FEMA preparedness grant programs.® As we reported last year,
from fiscal years 2002 through 2013, the federal government appropriated

Pub. L. No. 113-76, 128 Stat. 5, 263 (2014).

2GAQ, Federal Disaster Assistance: Improved Criteria Noeded to Assess a Jurisdiction’s
Capability to Respond and Recover on Its Own, GAO-12-838 (Washington, D.C.: Sept.
12,2012).

Pub. L. No. 113-76. 128 Stat. 5, 261 {2014). This is the total amount appropriated to the
State and Local Pregrams account, which includes the State Homeland Security Program,
Operation Stonegarden, Urban Areas Security Initiative, intercity Passenger Rail — Amtrak
Program, Part Security Grant Program and Transit Security Grant Program.

Page 1 GAO-14-887T
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about $41 billion to a variety of DHS preparedness grant programs.* The
larger number and size of disasters have required increasingly complex
and costly FEMA operations and processes to prepare for and respond to
these events, and increases the importance that FEMA operations are as
efficient and effective as possible.

My testimony today discusses our previously published and ongoing work
on opportunities to enhance efficiencies in FEMA’s operations in the
following areas: (1) disaster administrative costs, (2) workforce
management, and (3) preparedness grant management.

This statement is based on our prior work issued from November 2008 to
May 2014 related o FEMA’s disaster administration, human capital
management, and preparedness grants and selected updates.® To
perform the work for these reports, we reviewed key federal documents
and efforts such as FEMA'’s analyses and reports on these issues,
analyzed data from FEMA and interviewed FEMA officials, analyzed
information collected from other relevant agencies, and visited various
locations. Further details on the scope and methodotogy of our previously
issued reports are available within each of the published products. in
addition, this statement includes preliminary observations from our
ongoing work assessing the rising administrative costs of providing
disaster assistance and FEMA workforce management efforts.® For the
ongoing work, we are reviewing FEMA documents such as its
administrative cost analyses and Strategic Human Capital Plan, among
other things. We are also conducting our own analyses of FEMA data and
interviewing FEMA and select state officials. We shared a copy of the
new information in this statement with DHS officials.

The work upon which this testimony is based was conducted in
accordance with generally accepted government auditing standards.

“This totat is based on Congressional Research Service data and our analysis, and
includes Firefighter Assistance Grants and Emergency Management Performance Grants.
See Congressional Research Service, Department of Homeland Security Assistance to
States and Localities: A Summary of Issues for the 111th Congress, R40246 (Washington,
D.C.: Apr. 30, 2010).

5See the related GAQ products list at the end of this statement, and cited throughout this
statement.

SWe plan to issue a report with the results from this work in the fall of 2014

Page 2 GAO-14-687T
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Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

Costs of Providing
Disaster Assistance
Have Increased, but
FEMA Has Not Taken
Recommended Action
to Control its
Administrative Costs

We reported in September 2012 that FEMA’s administrative costs had
been increasing for all sizes of disasters.” According to FEMA,
administrative costs include, among other things, the salary and travei
costs for its disaster workforce, rent and security expenses associated
with establishing and operating its field office facllities, and supplies and
information technology support for its deployed staff. in September 2012,
based on our analysis of 1,221 small, medium, and large federal disaster
declarations during fiscal years 1989 through 2011, we found that the
average administrative cost percentage for these disaster declarations
doubled from 9 percent in the 1989-t0-1995 period to 18 percent in the
2004-t0-2011 period, as shown in table 1.

Table 1: Average Admini: tive Cost Per for 1,221 Di Dect

during Fiscal Years 1989 through 2011
Fiscal years Average
that declaration was approved ini: ive cost per
1989 to 1995 9
1986 to 2003 14
2004 to 2011 18

Source; GAQ analysis of Federal Emergency Management Agency data | GAQ-14-687T

We also found that the growth in administrative costs occurred for all
types of disaster assistance, including those related to providing
Individual Assistance, Public Assistance, and istance for those

"GAQ, Federal Disaster Assistance: Improved Criteria Needed to Assess a Jurisdiction’s
Capability to Respond and Recover on Ifs Own, GAC-12-838 (Washington, D.C.: Sept.
12,2012},

Page 3 GAD-14-687T
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disasters that provided both Individual Assistance and Public Assistance.®
As shown in table 2, since fiscal year 1989, administrative cost
percentages doubled for disaster declarations with individual Assistance
only, quadrupled for deciarations with Public Assistance only, and
doubled for dectarations with Public Assistance and Individual Assistance.

Table 2: Average Administrative Cost Percentages by Type of Assistance during
Fiscal Years 1989 through 2011

Type of Assistance 1989 to 1995 1996 to 2003 2004 to 2011
individual Assistance 17 27 34
Public Assistance 4 11 16
individual and Public Assistance 9 14 18

Source: GAO analysis of Federal Emergency Managsment Agency data | GAO-14-887T

To address these rising costs, FEMA issued guidelines and targets
intended to improve the efficiency of its efforts and to help reduce
administrative costs. In November 2010, FEMA issued guidance on how
to better control administrative costs associated with disaster
declarations, The guide noted that incidents of similar size and type had
witnessed growing administrative costs for 20 years, and that, in the past,
little emphasis had been placed on controlling overall costs. The
document provided guidance on how to set targets for administrative cost
percentages, plan staffing levels, time the deployment of staff, and
determine whether to use "virtual’ field offices instead of physicat field
offices. However, in September 2012, we found that FEMA did not require
that this guidance be followed or targets be met because the agency’s
intent was to ensure that it was providing guidance to shape how its
leaders in the field think about gaining and sustaining efficiencies in
operations rather than to lay out a prescriptive formula. As a result, we
concluded that FEMA did not track or monitor whether its cost targets
were being used or achieved.

®The Individual Assistance program provides for the necessary expenses and serious
needs of disaster victims that cannot be met through insurance or low-interest Small
Business Administration loans. For example, FEMA may provide temporary housing
assistance, counseling, unemployment compensation, or medical expenses incurred as a
result of a disaster. The Public Assistance program provides for debris removat;
emaergency protective measures; and the repair, replacement, or restoration of disaster-
damaged, publicly owned facifities and the facififies of certain private nonprofit
organizations that provide services otherwise performed by a government agency.

Page 4 GAO-14-687T
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In September 2012, we also found that in many cases, FEMA exceeded
its cost targets for administrative costs. Specifically, based on our
analysis of the 539 disaster declarations during fiscal years 2004 through
2011, we found that 37 percent of the declarations exceeded the 2010
administrative cost percentage targets. Specifically:

« For small disaster declarations (total obligations of less than $50
million), FEMA’s target range for administrative costs is 12 percent to
20 percent; for the 409 small declarations that we analyzed, 4 out of
every 10 had administrative costs that exceeded 20 percent.

« For medium disaster declarations {total obligations of $50 miltion to
$500 million), the target range for administrative costs is 9 percent to
15 percent; for the 111 deciarations that we analyzed, almost 3 out of
every 10 had administrative costs that exceeded 15 percent.

« For large disaster declarations (total obligations greater than $500
miflion to $5 billion), the target range for administrative costs is 8
percent {o 12 percent; for the 19 large declarations that we analyzed,
about 4 out of every 10 had administrative costs that exceeded 12
percent.

As a result, in September 2012, we recommended that FEMA implement
goals for administrative cost percentages and monitor performance to
achieve these goals. However, as of July 2014, FEMA had not taken
steps to implement our recommendation. In December 2013, FEMA
officials stated that they are implementing a system called FEMAStat to,
among other things, collect and analyze data on the administrative costs
associated with managing disasters to enable managers to better assess
performance and progress within the organization. As part of the
FEMAStat effort, in 2012 and 2013, FEMA collected and analyzed data
on the administrative costs associated with managing disasters. However,
as of July 2014, FEMA is still working on systematically collecting the
data and utilizing them to develop a mode! for decision making. As a
result, it is too early to assess whether this effort will improve the
efficiencies or reduce the cost associated with administering assistance in
response to disasters.

As part of our ongoing work, we will be reviewing these efforts and
working with FEMA to better understand the progress the agency has
made in monitoring and controlling its administrative costs associated
with delivery of disaster assistance and its efforts to decrease the
administrative burden associated with its Public Assistance program.

Page § GAO-14-687T
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Opportunities to
Increase the
Effectiveness of
FEMA's Workforce

We have also reported on opportunities to strengthen and increase the
effectiveness of FEMA’s workforce. More specifically, we previously
reported on various FEMA human capital management efforts (as weli as
human capital management efforts across the federal government) and
have made a number of related recommendations for improvement.
FEMA has implemented some of these, but others are still underway.
Specifically:

« InJune 2011, we found that FEMA’s Strategic Human Capital Plan
did not define critical skilis and competencies that FEMA would need
in the coming years or provide specific strategies and program
objectives to motivate, deploy, and retain employees, among other
things.® As a result, we recommended that FEMA develop a
comprehensive workforce plan that identifies agency staffing and
skills requirements, addresses turnover and staff vacancies, and
analyzes FEMA's use of contractors. FEMA agreed, and in
responding to this recommendation, reported that it had acquired a
contractor to conduct an assessment of its workforce to inform the
agency’s future workforce planning efforts.

s In Aprit 2012, we found that FEMA had taken steps to incorporate
some strategic management principles into its workforce planning and
training efforts but could incorporate additional principles to ensure a
more strategic approach is used to address longstanding
management challenges.'® Further, FEMA’s workforce planning and
training could be enhanced by estabiishing lines of authority for these
efforts. We also found that FEMA had not developed processes to
systematically collect and analyze agencywide workforce and training
data that could be used to better inform its decision making. We

QGAO, FEMA: Action Needed ta Improve Administration of the National Flood Insurance
Program, GAO-11-287 (Washington, D.C.: June 9, 2011). In the aftermath of Hurricane
Katrina, the federal government enacted the Post-Katrina Emergency Management
Reform Act of 2006 (Post-Katrina Act}, expanding FEMA's mission and responsibilities.
The Post-Katrina Act was enacted as Title Vi of the Department of Homeland Security
Appropriations Act, 2007, Pub. L. No. 109-285, 120 Stat. 1355 (2008), Among other
things, the Post-Katrina Act required FEMA to deveiop a strategic human capital ptan that
includes an assessment of the critical skills and competencies of FEMA's workforce and
provide an action pian that includes workforce planning strategies and pragram objectives
to train employees. 5 U.S.C. § 10102

WGAQ, Federal Emergency Management Agency: Workforce Planning and Training

Could Be Enhanced by incorporating Strategic Management Principles GAQO-12-487
{Washington, D.C.: Apr 26, 2012).
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recommended that FEMA: identify long-term quantifiable mission-
critical goals that reflect the agency’s priorities for workforce planning
and training; establish a time frame for completing the development of
quantifiable performance measures related to workforce planning and
training efforts; establish lines of authority for agency-wide workforce
planning and training efforts; and develop systematic processes to
collect and analyze workforce and training data. DHS concurred with
alt the recommendations and FEMA is still working to address them.
For example, in Aprit 2014, FEMA issued a notice soliciting
contracting services for a comprehensive workforce structure analysis
for the agency. As part of our ongoing review of FEMA's workforce
management, we are gathering information on FEMA'’s other efforts to
address our recommendations.

« In May 2012, we reported on the management and training of FEMA
Reservists, a component of FEMA’s workforce, referred to at that time
as Disaster Assistance Employees (DAE)."" Specificaily, we found
that FEMA did not monitor how the regions implement DAE policies
and how DAEs implement disaster policies across regions to ensure
consistency. While FEMA’s regional DAE managers were responsible
for hiring DAEs, FEMA had not established hiring criteria and had
limited salary criteria. Regarding FEMA’s performance appraisal
system for DAEs, we found that FEMA did not have criteria for
supervisors to assign DAEs satisfactory or unsatisfactory ratings. We
also found that FEMA did not have a plan to ensure DAEs receive
necessary training and did not track how much of the Disaster Relief
Fund was spent on training for DAEs. We recommended, among
other things, that FEMA develop a plan for how it will better
communicate policies and procedures to DAEs when they are not
depioyed; establish a mechanism to monitor both its regions’
implementation of DAE policies and DAEs’ implementation of FEMA's
disaster policies; establish standardized criteria for hiring and
compensating DAEs; and establish a plan to ensure that DAEs have
opportunities to participate in training and are qualified. DHS
concurred with the recommendations and FEMA has taken steps to
address several of them. For example, in June 2012, FEMA
implemented a communication strategy with its reservist workforce
that included video conferences, a web blog series, and a FEMA

”GAO, Disaster Assistance Workforce: FEMA Could Enhance Human Capital
Management and Training GAO-12-538, (Washington, D.C.: May 25, 2012).
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weekly bulletin sent to Reservists’ personal email addresses, among
other things. Also, in October 2012, DHS reported that FEMA had
resolved the outstanding issues of inconsistent implementation of
DAE policies by centralizing controt over hiring, training, equipment,
and deployment within a single headquarters-based office. FEMA is
working to address our other recommendations, and we will continue
to monitor its progress.

« In our March 2013 report, we examined how FEMA’s reservist
workforce training compared with training of other similar agencies,
and the extent to which FEMA had examined these agencies’ training
programs to identify usefut practices. ' We found that FEMA had not
examined other agencies’ training programs, and therefore, we
recommended that FEMA examine the training practices of other
agencies with disaster reservist workforces to identify potentially
useful practices; DHS concurred with our recommendation and
described plans to address it. As part of our ongoing review, we are
gathering information on FEMA'’s efforts to address our
recommendation.

At the request of this committee, we are also currently assessing the
impact of workforce management and development provisions in the
Post-Katrina Act on FEMA’s response to Hurricane Sandy. We also have
plans to conduct additional work to assess the impact of a variety of other
emergency management related provisions in the Post-Katrina Act (for
example, provisions related to FEMA'’s contracting efforts, information
technology systems, and disaster relief efforts). Among other things, the
Post-Katrina Act directed FEMA to implement efforts to enhance
workforce planning and development, ® collaborate on developing
standards for deployment capabilities, including credentialing of
personnel,'* and establish a surge capacity force (SCF) to deploy to
natural and man-made disasters, including catastrophic incidents. '
Some of these efforts were highlighted during Hurricane Sandy when
FEMA executed one of the largest depioyments of personnel in its history.

12GAO, FEMA Reservists: Training Could Benefit from Examination of Practices at Other
Agencies, GAO-13-250R, (Washington, D.C.; Mar. 22, 2013).

35 U.5.C. §§ 10101-10106; 6 U.S.C. §§ 414-415.
5 U.S.C. § 320.
6 U.8.C. §711

Page 8§ GAO-14-687T



86

For example, the agency'’s response to Hurricane Sandy marked the first
activation of the DHS SCF, with nearly 2,400 DHS empioyees deploying
to New York and New Jersey to support response and recovery efforts.
The agency also launched the new FEMA Qualification System (FQS) on
October 1, 2012, just in time for FEMA employees’ deployment to areas
affected by Hurricane Sandy. In 2012, FEMA also created a new disaster
assistance workforce component called the FEMA Corps. Forty-two
FEMA Corps teams, consisting of approximately 1,100 members, were
deployed to support Hurricane Sandy response and recovery efforts in
the fall of 2012.

« FEMA’s deployment of its disaster assistance workforce during the
response to Hurricane Sandy revealed a number of challenges and,
as a result, FEMA is analyzing its disaster assistance workforce
structure to ensure the agency is capable of responding to large and
complex incidents, as well as simultaneous disasters and
emergencies. For example, FEMA reported that: before deployment
for Hurricane Sandy, 28 percent of the staffing positions called for by
FEMA's force structure analysis were vacant (approximately 47
percent of positions required by the force structure were filled with
qualified personnel, and the remaining 25 percent were filled by
trainees).

« Deployment of its disaster workforce nearly exhausted the number of
available personnel. By November 12, 2012, FEMA had only 355
Reservists (5 percent) avaitable for potential deployment: 4,708 (67
percent) were already deployed to ongoing disasters, and 1,854 (26
percent) were unavailable.®

« its plans had not fully considered how to balance a large deployment
of personnel and still maintain day-to-day operations.

As part of our ongoing work, we will be evaluating FEMA's efforts to
address the chalienges identified during the agency’s response to
Hurricane Sandy and assessing their impact. We will also determine what
progress the agency has made in its workforce planning and development
efforts.

"®According to FEMA, the high unavailability rate indicates that new leave poficies
established for the Reservist Program may not have been fully enforced prior to Hurricane
Sandy.

Page 9 GAO-14-687T
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Opportunities to
Increase the
Efficiency of
Preparedness Grant
Administration

In March 2011, we reported on another area of opportunity for FEMA to
increase the efficiency of its operations-—the management of its
preparedness grants.”” We found that FEMA could benefit from
examining its grant programs and coordinating its application process to
eliminate or reduce redundancy among grant recipients and program
purposes. As we again reported in February 2012, four of FEMA’s fargest
preparedness grants {Urban Areas Security Initiative, State Homeland
Security Program, Port Security Grant Program, and Transit Security
Grant Program) which have similar goals, fund similar types of projects,
and are awarded in many of the same urban areas, have application
review processes that are not coordinated.®

In March 2014 in our annual update to our duplication and cost savings
work in GAO’s Online Action Tracker,'® we reported that FEMA has
attempted to capture more robust data from grantees during applications
for the Port Security Grant Program and the Transit Security Grant
Program-—because applicants provide project-level data. However,
applications for the State Homeland Security Grant Program and Urban
Areas Security Initiative do not contain enough detail to allow for the
coordinated review across the four grants, according to FEMA officials.
FEMA intends to begin collecting and analyzing additional project-level
data using a new system called the Non-Disaster Grants Management
System (NDGrants).2 However, FEMA officials said that implementation
of NDGrants had been delayed until 2016 because of reduced funding.

"GAQ, Government Operations: Opportunities to Reduce Potantial Duplication in
Govermment Programs, Save Tax Dolfars, and Enhance Revenue, GAO-11-318SP
(Washington, D.C.: Mar.1, 2011).

8GAO, Homeland Security: DHS Needs Better Project Information and Coordination
among Four Overlapping Grant Programs, GAO-12-303, (Washington, D.C.: Feb. 28,
2012).

gee http:/Awww.gao.gov/duplication/action_tracker/FEMA,_Grants/action1

20GA0 2012 Annual Report: Opportunities to Reduce Duplication, Overlap and
Fragmentation, Achieve Savings, and Enhance Revenue GAQ-12-342SP, (Washington,
D.C., Feb 28, 2012.); annual update posted on March 6, 2014 see
http:/iwww.gao.gov/duplication/action_tracker/Homeland_Security_Grants/action 1#=0.
NDGrants is a web-based systemn that supports the grants management lifecycle and is
used by external stakeholders and grantees, via a public Web site, to apply for grants and
menitor the progress of grant applications and payments and view related reports, and by
the FEMA Grants Program Directorate, Program Support Division, via an internai Web
site, for reviewing, approving, and processing grant awards.

Page 10 GAO-14-687T



88

While implementing NDGrants should help FEMA strengthen the
administration and oversight of its grant programs, a report released by
the DHS Office of Inspector General (OIG) in May 20142" identified a
number of information control system deficiencies associated with FEMA
development and deployment of the NDGrants system that could limit the
usefulness of the system.?? Specifically, the OIG reported NDGrants
system deficiencies related to security management, access control, and
configuration management.?® According to the OIG's report, DHS
management concurred with the findings and recommendations in the
report and plans to work with component management to address these
issues. We will continue to monitor FEMA’s imptementation of the system
as part of our annual update for our duplication and cost savings work.

FEMA has proposed, through the President’s budget requests to
Congress, to consolidate its preparedness grant programs to streamline
the grant application process, responding to a recommendation we made
in March 2011 by eliminating the need to coordinate application reviews.
% Specifically, the fiscal years 2013, 2014, and 2015 President’s budgets
all proposed the FEMA-led National Preparedness Grant Program
(NPGP). According to the proposal, FEMA planned to consolidate
preparedness grant programs (excluding Emergency Management
Performance grants and Fire grants) into a comprehensive NPGP. The
NPGP would include four of the largest preparedness grants {Urban
Areas Security Initiative, State Homeland Security Program, Port Security
Grant Program, and Transit Security Grant Program). Congressional

21De;:naﬂment of Homeland Security Office of inspector General, Information Technology
Management Letter for the FY 2013 Department of Homeland Security’s Financial
Statement Audit, {Washington, D.C.: May 16, 2014). )

2These deficiencies are based on GAQ's Federal information System Controls Audit
Manual (FISCAM), GAO-09-232G, (Washington, D.C.: February 2009},

23Security management-controls that provide a framework and continuing cycle of activity
for managing risk, devetoping security policies, assigning responsibilities, and manitoring
the adequacy of computer-related security controls. Access controi~controls that limit or
detect access to computer resources (data, programs, equipment, and facilities) and
protect against unauthorized modification, loss, and disclosure. Configuration
management-controls that help to prevent unauthorized changes to information system
resources {software programs and hardware configurations} and provide reasonabie
assurance that systems are configured and operating securely and as intended.

2"GAO, Government Operations: Opportunities to Reduce Pofential Duplication in

Government Programs, Save Tax Dolfars, and Enhance Revenue GAO-11-3188P,
(Washington, D.C.: Mar 1, 2011.)
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committees, however, expressed concern that the consolidation plan
lacked detail, and the NPGP was not approved for either fiscal year 2013
or 2014.%* Nonetheless, FEMA again proposed the NPGP consolidation
approach for 2015 providing additional details such as clarification and
revised language relating to governance structures under the proposed
program. in responding to questions submitted by the House Committee
on Homeland Security’'s Subcommittee on Emergency Preparedness,
Response and Communications in Aprit 2014, FEMA officials reported
that the NPGP would help increase the efficiency of preparedness grants
by requiring fewer grants notices for staff to issue and fewer grants to
award, and reduce processing time and monitoring trips due to the
reduction in the number of grantees. If approved in the future, and
depending on its final form and execution, we believe a consolidated
NPGP could help reduce redundancies and mitigate the potential for
unnecessary duplication and is consistent with our prior recommendation.

Chairman Begich, Ranking Member Paul, and members of the
subcommittee, this completes my prepared statement. | would be happy
to respond to any questions you may have at this time,
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Staff
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Statement of Dr. Daniel Sutter

Before the Subcommittee on Emergency Management, Intergovernmental Relations, and
the District of Columbia

Of the Senate Homeland Security and Governmental Affairs Committee
July 24,2014

The Path to Efficiency: Making FEMA More Effective for Streamlined Disaster
Operations

Chairman Begich, Ranking Member Paul, and Members of the Subcommittee. Thank you for
the invitation to discuss the need to make FEMA more efficient for effective disaster response. 1

appreciate the opportunity to testify today.

The enormous generosity of Americans is never more evident than in the aftermath of natural
disasters, and naturally some of this assistance will be channeled through the federal
government. Stafford Act assistance to state and local governments and individuals must be
allocated efficiently to ensure that intended beneficiaries receive maximum assistance possible.
In addition, FEMA assistance should not disrupt the rebuilding and recovery process, undermine
the incentive for individuals or local governments to prepare for and respond to disasters

prudently, be used for political gain, or contribute to corruption.’

Today I'd like to outline three recommendations that can help increase efficiency in the use of

disaster funding:

First, Congress should consider revising the definition or criteria for “major disaster”
declarations; FEMA assistance with smaller events raises disaster costs and threatens the

availability of assistance for those who need it most.
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Second, Congress should consider significantly raising the damage threshold and tying it to per
capita personal income in the future, to eliminate the problem of costly FEMA response to

“small” disasters.

Third, a more thorough assessment of the potential for state and local governments to respond to

disasters should inform the establishment of a new threshold for federal assistance.

An increase in the number of major disaster declarations, due to the designation of many “small”
events being as major disasters, impedes FEMA’s response to major disasters. Presidents have
declared an average of 60 major disasters per year sinee 1996, or more than onc a week." Few
Americans would likely use the term major disaster for a weekly event. Indeed, 36% of
declarations between 2004 and 2011 involved less than $10 million in Federal assistance,
indicating that the “weekly” disasters include many relatively minor events.™ The damage
threshold upon which FEMA makes recommendations on disaster requests should be raised

significantly to ensure the availability of Federal assistance when truly needed, help stem rising

disaster losses, and encourage state and local self-reliance for “ordinary” disasters.

MINOR DISASTERS DISSIPATE FEMA RESOURCES

In addition to offending the commonsense meaning of major disaster, minor disasters dissipate
federal resources and divert FEMA’s energy. Disasters with total assistance under $50 million
have distressingly high administrative costs, at an average of 20%, compared with 12-13% for
larger disaster declarations. Administrative costs exceeded total federal assistance for 12 small

disasters.” We pay a high price for FEMA assisting with relatively small events.
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FEMA public assistance to state and local governments introduces to third party payment of
disaster response and rebuilding costs. Third party payment is well-known to increase costs due
to the problem of moral hazard. Third party payment cost inflation will affect disaster losses as
assuredly as it does for the more familiar case of medical costs. Rising administrative costs,
improper payments identified by the Office of the Inspector General, and disaster declarations
which remain open for years are the most visible forms of third party payment cost inflation."
The GAO’s observation that “enhaneed capabilities and professionalization of state and local
emergency management personnel ... has helped state and local officials better justify a request

ssvi

for federal disaster assistance™"" also reveals evidence of third party cost inflation. The best
efforts of FEMA and the Office of the Inspector General can only limit moral hazard. Third
party payment costs should be avoided whenever possible, and limiting FEMA assistance to truly

major or unanticipated disasters allows this.

THE PUBLIC ASSISTANCE DAMAGE THRESHOLD SHOULD BE REVISED

The proximate cause of excessive disaster declarations is the low damage threshold FEMA uses
to evaluate requests from governors. FEMA established a threshold of $1.00 per capita in 1986,
which was not adjusted at all until 1999, and adjusted since for inflation. It stands at $1.39 for
FY 2014. The threshold for public assistance should be tied to growth in per capita income, in
line with the normalization of natural disaster losses by researchers for changes in population,
inflation, and real income or wealth."" FEMA’s damage threshold is expressed per capita,
rendering a population adjustment unnecessary. An adjustment based on (nominal) per capita
income would control for inflation and real income. Adjusting based on (nominal) per capita

person income since 1986 would have produced a threshold of $3.57 in FY instead of $1.35, and
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44 percent of declared disasters between 2004 and 2011 would not have met the higher

threshold." Resctting the threshold would largely eliminate the problem of small disasters.

The public assistance damage threshold could also be adjusted to a state’s specific ability to pay
for disaster losses. In essence, this would set a damage threshold for each state instead of one
threshold for all states. State specific damage thresholds could be set based on state per capital
personal income, Gross State Product, or Total Taxable Resources, consistent with matching
rates for federal grant programs based on state income.™ The efficiency gains, however, will
come from significantly raising the damage threshold and tying it to per capita personal income

in the future; tailoring a significantly higher threshold for each state is secondary.

FEDERAL ASSISTANCE SHOULD BE BASED ON POTENTIAL STATE AND LOCAL

RESPONSE ABILITY

FEMA should use a much higher damage threshold on disaster declaration recommendations.
But the $1.00 per capita threshold was arbitrarily set in 1986, and a significant revision need not
be tied to an arbitrary baseline. A new threshold for federal assistance should be established
based on a more thorough assessment of the potential for state and local governments to respond
to disasters. Financial instruments, some of which did not exist in 1986, allow state and local
governments to tap into private sector capital to cover disaster losses. The threshold for federal

assistance should take this into account.

Public assistance covers losses to property and equipment, the costs of debris removal, and
emergency protective measures. Adequate insurance can cover much of state and local

governments’ property and equipment losses, increasing their ability to meet any given disaster.
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Insurance must be maintained on a structure rebuilt using FEMA public assistance,” and federal

taxpayers should not bail out jurisdictions which fail to properly insure before a disaster.

New financial instruments like weather derivatives and catastrophe bonds have emerged since
passage of the Stafford Act. Although primarily to date used by businesses or insurers to
manage weather and catastrophe risk, these financial instruments could help state and local

governments pay for personnel expenses, debris removal, and other response costs.

Establishing a damage threshold in consideration of the financial instruments now available to
state and local governments would help ensure the availability of federal assistance when it is
needed, namely for truly major or unexpected disasters. By avoiding the cost inflation due to
third party payment and providing better incentives for state and local governments to prepare, a

reduction in the federal role will also help stem rising disaster costs for the nation.
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'Communities often exhibit considerable resilience to natural disasters, as economists since
Thomas Malthus and John Stuart Mill have observed. Two of the elements of disaster policy
which can interfere with the natural forces of recovery are delay and uncertainty; see Emily
Chamlee-Wright and Virgil Henry Storr, “Expectations of Government’s Response to Disaster,”
Public Choice, 2010, Volume 144, pp. 429-458, Emily Chamlee-Wright, The Cultural and
Political Economy of Recovery: Social Learning in a Post-Disaster Environment, 2010,
Routledge Publishers, and Daniel J. Smith and Daniel Sutter, “Response and Recovery from the
Joplin Tornado: Lessons Applied and Lessons Leamned,” Independent Review, 2013, Volume 18,
pp. 165-188. On the influence of political factors in major disaster declarations, Thomas A.
Garrett and Russell S. Sobel, “The Political Economy of FEMA Disaster Payments,” Economic
Inguiry, 2003, Volume 41, pp. 496-509, found that swing electoral states had a higher probability
of receiving a disaster declaration and that the composition of Congressional oversight
committees affected the amount of assistance, in a statistical analysis controlling for the severity
of the disaster and other factors. Peter T. Leeson and Russell 8. Sobel, “Weathering
Corruption,” Journal of Law and Economics, 2008, volume 51, pp. 667-681, found that the
amount of FEMA disaster assistance a state receives was statistically associated with federal
corruption convistions.

¥ Author’s calculations based on Federal Emergency Management Agency, “Disaster
Declarations by Year,” http://www.fema.gov/disasters/grid/year.

“ U.S. Government Accountability Office, Federal Disaster Assistance: Improved Criteria
Needed to Assess a Jurisdiction’s Capability to Respond and Recover on Its Own, GAO-12-838,
September 2012, Table 4, p. 22.

¥ GAO-12-838, p. 40.

* GAO-12-838, Table 7, p. 41 notes that average administrative costs for disaster declarations
have risen from 9% in 1989-1995 to 18% for 2004-2011. The Department of Homeland Security
Office of Inspector General identified $308 million in potential savings from audits of FEMA
public assistance and hazard mitigation programs in 2013, and almost $1.4 billion for 2009-
2013; see Capping Report: FY 2013 FEMA Public Assistance and Hazard Mitigation Grant and
Subgrant Audits, O1G-14-102-D, http://www.oig.dhs.gov/assets/GrantReports/2014/01G_14-
102-D_Jun14.pdf.

“ GAO-12-838, p. 11.

“ Damage normalizations are conducted to allow losses from historical disasters to be projected
into the present day, to provide perspective on contemporary disaster losses. Clearly past
damage amounts must be adjusted for inflation, but the normalizations also adjust for changes in
population and either wealth or per capita income. The damage normalization method has been
applied to hurricanes (R. A. Pielke, Jr., J. Gratz, C. Landsea, D. Collins, M. Saunders, and R.
Musulin, “Normalized Hurricane Damage in the United States: 1900-2005,” Natural Hazards
Review, 2008, Volume 9, pp. 29-42), earthquakes (K. Vranes and R. A. Pielke, Jr., “Normalized
Earthquake Damage and Fatalities in the United States, 1900-2005,” Natural Hazards Review,
2009, Volume 10, pp. 84-101), floods (M. W. Downton, J. Z. B. Miller, and R. A. Pielke, Jr.,
“Reanalysis of the U.S. National Flood Loss Database,” Natural Hazards Review, 2005, Volume
6, pp. 6-13), and tornadoes (H. E. Brooks and C. A. Doswell, “Normalized Damage from Major
Tomadoes in the United States: 1890-1999,” Weather and Forecasting, 2001, volume 16, pp.
168-176, and K. M. Simmons, D. Sutter, and R. A. Pielke, Jr., “Normalized Tornado Damage in
the United States: 1950-2011,” Environmental Hazards, 2013, Volume 12, pp. 132-147).
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" GAO-12-838, p.27.

* GAO-12-838, pp. 31-32.

* Department of Homeland Security, Office of Inspector General, “FEMA Should Recover $48.9
Million for Inadequate Insurance Coverage for Holy Cross School, New Orleans, Louisiana,”
01G-14-10-D, November 2013,

http://www.oig.dhs.gov/assets/GrantReports/2014/01G_SLP 14-10-D Nov13.pdf.
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Executive Summary

FEMA, like all federal government agencies, faces the constant challenge to execute its missions as
efficiently and effectively as possible. EMDC’s goal is to identify where opportunities exist to find
greater efficiencies in FEMA programs and systems.

N . g .

This analysis examines several performance issues, as well as identifies FEMA-led quality
management efforts that have resulted in improved performance and/or efficiency.

Areas of Potential Costs Savings: We have reviewed past work from the Government
Accountability Office (GAO) and Department of Homeland Security’s Office of Inspector General
(DHS-0IG). A number of these audits have identified specific costs that their research identified as
“ineligible” or “questioned.” Below are some areas that we believe, with greater focus, could yield
cost savings and reductions in waste:

¢ Need for Improvements in FEMA Disaster Recovery Grant Spending: The DHS-OIG
has documented the ongoing problems with the management of disaster recovery spending,
including accounting, ineligible and unsupported costs, and noncompliance with Federal
contracting requirements. For example, the DHS-OIG reported around $1.36 billion in such
findings between fiscal years 2009 and 2013." The DHS-OIG identified disaster grants
management as a significant management challenge for FEMA, and annually publishes a
summary of their recurring findings. For example, the DHS-OIG published 54 reports
contained 261 recommendations resulting in potential monetary benefits of $307.8 million
for obligations during fiscal year 2013 .

According to FEMA, the agency has been addressing disaster recovery issues and the
management of the Disaster Relief Fund (DRF), even prior to legislative changes under the
Sandy Recovery Improvement Act of 2013. For example, by increasing the level of
oversight of the status of mission assignments, contracts, and grants, FEMA was able to
return over $4.7 billion (as of September 27, 2011) in excess funds to the DRF since the
beginning of FY 2010, according to FEMA}

! U.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2013 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, , O1G-14-102-D, Washington, D.C.; June 10, 2014;
OIG-13-90 FY 2012 FEMA Public Assistance and Hazard Mitigation Grant and Subgrant AuditsO1G-13-90,
Washington, D.C.; May 2013; Capping Report: FY 2011 FEMA Public Assistance and Hazard Mitigation Grant and
Subgrant Audits, O1G-12-74, Washington, D.C.; April 13, 2012; Capping Report: FY 2010 FEMA Public Assistance
Grant and Subgrant Audits, DD-11-17, Washington, D.C.; Aug. 23, 2011; and Capping Report. FY 2009 Public
Assistance Grant and Subgrant Audits, DS-11-01, Washington, D.C.; Dec. 2, 2010.

2 U.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2013 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, 01G-14-102-D, Washington, D.C.; June 10, 2014,

* Written Statement of Deputy Administrator Richard Serino, Federal Emergency Management Agency, before the
U.S. Senate Committee on Homeland Security & Government Affairs’ Ad Hoc Subcommittee on Disaster Recovery
and Intergovernmental Affairs, Washington, D.C.; Oct. 20,2011.
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o Improper Payments: The DHS-OIG’s audits have identified aimost $276 million of

ineligible disaster recovery spending for fiscal years 2009 through 2013.* For example, the
DHS-O0IG audits during this period identified almost $65 million in questioned costs that
resulted from instances where subgrantees and FEMA did not correctly apply or allocate

. 5
insurance proceeds.

FEMA has demonstrated improvements in their error rates for disaster recovery activities
such as Individuals and Households Program, Public Assistance program, and Disaster
Relief Fund Vendor Payments, and payouts through FEMA’s Federal Insurance and
Mitigation Administration.® For example, improper payments through FEMA’s Disaster
Relief Fund Vendor Payments have reduced from 8.82 percent (over $73 million) in fiscal
year 2008, to 3.1 percent ($23.3 million) in fiscal year 2012 disbursements.’

e Closing Out O1d Disasters: Over 800 disasters are currently open with ongoing recovery

and mitigation projects according to FEMA.? Moreover, there are currently 40 open
disasters that are over 10 years old and represent tens of millions in unliquidated obligations

to disasters going as far back as 1994.° For example, twelve of these disasters had been

declared during or prior to 1999, accounting for almost $60 million in yet unspent funds. 10
According to the DHS-OIG, funds obligated for disasters but not needed by FEMA grantees
are not deobligated and released for other uses, and FEMA has “continued to incur

additional administrative costs.”!! In addition, there is little compliance with existing laws
that limit the time on recovery spending, according to the DHS-0IG."”

FEMA currently has a close-out team that is housed at FEMA headquarters with staff
assigned from each FEMA region.”® According to FEMA officials, this team convenes

1.8, Department of Homeland Security, Office of Inspector General, Capping Report: FY 2013 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, 01G-14-102-D, Washington, D.C.; June 10, 2014; O1G-
13-90 FY 2012 FEMA Public Assistance and Hazard Mitigation Grant and Subgrant AuditsO1G-13-90, Washington,
D.C.; May 2013; Capping Report: FY 201 1FEMA Public Assistance and Hazard Mitigation Grant and Subgrant
Audits, 01G-12-74, Washington, D.C.; April 13, 2012; Capping Report: FY 2010 FEMA Public Assistance Grant and
Subgrant Audits, DD-11-17, Washington, D.C.; Aug. 23, 2011; and Capping Report. FY 2009 Public Assistance Grant
gndSubgraniAudits, DS-11-01, Washington, D.C.; Dec. 2, 2010.

Ibid.
¢ Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
;\ffairs, briefing from FEMA Office of Chief Financial Officer, Apr. 29,2014,

Ibid.
#U.S. Department of Homeland Security, Office of the Inspector General, Annual Performance Plan for Fiscal year
2014, Washington, D.C.
? Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs analysis of FEMA Disaster Declarations Summary - Open Government Dataset: http://www.fema.gov/media-
library/assets/documents/283 18?2id=6292; FEMA data Un-Liquidated Obligations- Financial Information Tool, as of
May 27,2014,
1 bid.
“us. Department of Homeland Security, Office of the Inspector General, Annual Performance Plan for Fiscal year
2014. Washington, D.C.
2ys. Department of Homeland Security, Office of the Inspector General, Opportunities to Improve FEMA ’s Disaster
Closeout Process OIG-10-49, Washington, D.C.; Jan. 2010
* Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from FEMA Office of Chief Financial Officer. Apr. 29, 2014.
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quarterly to monitor all open disasters and identifies on a weekly basis those contracts with
no activity for over 90 days.'* According to FEMA, there are 14 disasters of these 40 open
disasters have $0 unliquidated obligations but are still going through final financial
processing.’5 Six of these disasters are over 15 years old.!®

e ‘Obtain and Maintain’ Insurance Requirements: FEMA’s information technology (IT)
systems may limit the enforcement of statutory requirements to ensure that properties that
received disaster relief now have insurance. For example, the DHS-OIG’s review of
FEMA'’s disaster recovery spending identified $115 million in ineligible costs in its audits of
fiscal year 2013 and 2011."

FEMA has demonstrated improvements in their error rates for disaster recovery activities.
For example, improper payouts through FEMA’s Federal Insurance and Mitigation

Administration have reduced from 6.38 percent (over $52 million) in fiscal year 2008, to less
than 0.002 percent, or $337,445 in fiscal year 2012 disbursements.18 In addition, FEMA has
undertaken a 2-year review of insurance issues and key policy questions to inform a

policy on insurance that better and more consistently meets the needs of applicants, program

staff, and other stakeholders."”” They estimate publishing a draft policy in the Federal
Register in August 2014, for public review and comment, with a final version Public

Assistance Policy on Insurance by end of December 2014.2°

FEMA'’s Need for Increasing Transparency - In addition to the body of audits and research that

have quantified possible financial savings or cost avoidance in FEMA’s disaster recovery business
operations and programs, there are also several recurring issues of FEMA performance and program
efficiency that have non-financial implications, or potential financial implications in the future.

e IT Management: FEMA’s Information technology (IT) systems play an integral role in
helping FEMA fulfill its mission, but challenges exist. For example, the DHS-O1G released
a 2011 report finding that the agency’s IT systems did not effectively support disaster
response activities. 2!

* Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from FEMA Office of Chief Financial Officer, Apr. 29, 2014,
'* Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs analysis of FEMA Disaster Declarations Summary - Open Government Dataset: http://www.fema.gov/media-
library/assets/documents/283 18?id=6292; FEMA data Un-Liguidated Obligations- Financial Information Tool, as of
May 27,2014
' Ihid.
7U.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2013 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, O1G-14-102-D, Washington, D.C. June 10, 2014; and
Capping Report: FY 2012 FEMA Public Assistance and Hazard Mitigation Grant and Subgrant Audits, OIG-12-74,
Washington, D.C.; April, 13,2012,
'® Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from FEMA Office of Chief Financial Officer, Apr. 29,2014,
' Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
foairs, briefing from FEMA officials re: Public Assistance Policy on Insurance, May 8, 2014.

Ibid.
2! Department of Homeland Security, Office of Inspector General, The Federal Emergency Management Agency Faces
Challenges in Modernizing Information Technology, OIG-11-69, Washington, D.C.; Apr. 2011.
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s Increasing Administrative Costs: FEMA’s average administrative costs incurred under the
Disaster Relief Fund have doubled, and administrative cost frequently exceeded FEMA's
suggested targets.22 GAO reported that FEMA’s average administrative costs doubled from
9 to 18 percent during fiscal years 1989-2011, and these administrative cost percentages
frequently exceeded FEMA’s suggested targets.> For example, for small disaster
declarations (total obligations of less than $50 million), the target range for administrative
costs is 12 percent to 20 percent,?* while four out of every ten of these type of disasters had
administrative costs that exceeded 20 percent, according to GAOP

¢ Need for Increased Transparency in Tracking Disaster Spending: In a November 2013
Subcommittee hearing held on Superstorm Sandy recovery, we found multiple opportunities
for improved tracking and analyzing of disaster spending.26 The development of a platform
for the sharing of data between FEMA, SBA, and HUD could facilitate the development of
funds to address unmet needs in a more swift and efficient manner.

¢ Data Sharing: In September 2013, FEMA released a secure data sharing policy which seeks
to enhance the delivery of federal and non-federal assistance to disaster survivors.2” While
we recognize that sharing data across service delivery partners (State, Tribal, local, and
certain other quasi-governmental entities) is a necessary mechanism in the critical objective
of preventing fraud, waste, and abuse; we are concerned with privacy and civil liberty
protections of disaster survivors, We are concerned that current policy and procedures do
not provide disaster survivors with a complete understanding of the ways in which their
personal data could be used and shared.

2 U.S. GAO, Federal Disaster Assistance: Improved Criteria Needed to Assess a Jurisdiction’s Capability to Respond
%n;:lbsjecover on Its Own, GAQ-12-838, Washington, D.C.; Sept. 12,2012,

1d.
> Ibid.
 Ibid.
** Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs hearing: ‘One Year Later: Examining the Ongoing Recovery from Hurricane Sandy,” Washington, D.C.; Nov. 6,
2013.
¥ According to FEMA Recovery Policy 9420.1, ‘Trusted Partners’ is defined as: Any governmental or non-
governmental entity described and defined in Routine Uses (H), CT), or, in certain instances, (F) of the Disaster
Recovery Assistance System of Records Notice. This policy breaks down Trusted Partners into the following groups: a)
Other Federal Agencies, b) State and Tribal government, ¢) Local governments and Voluntary Organizations, d) Utility
Companies, Hospitals, and Health Care Providers, ¢) Voluntary organizations able to provide durable medical equipment
or assistive technology, f) Other entities able to provide durable medical equipment or assistive tectmology, and
g) Private sector businesses that employ disaster survivors.
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¢ Disaster Declaration Criteria: In September 2012, GAO found that FEMA primarily relies
on a state’s per capita dollar amount of damage as the single metric to determine whether to
recommend to the President that a jurisdiction receive a major disaster declaration.® GAO
noted that this per capita indicator does not reflect the rise in (1) per capita personal income
or (2) inflation from 1986 to 19992 However, just adjusting the single per capita income
threshold that FEMA now uses does not consider variations from state to state of states’
capability to respond and recover, according to GAO.* In addition, an adjustment per capita
damage indicator would also not adequately take into account unique needs and higher
transportation costs to perform response and recovery activities in rural and insular
locations.™

¢ Disaster Recovery Policies And Guidance: The “50 percent rule” Case Study: The
DHS-0IG’s May 2013 report found that FEMA misapplied the ‘50 Percent Rule’ to
determine project eligibility for replacement of damaged facilities.’> The 50 Percent Rule
states that a facility is generally eligible for replacement when the estimated repair cost

exceeds 50 percent of the estimated replacement cost. The complexities of applying the 50
Percent Rule and a lack of adequate policies and procedures lead to incorrect decisions that
cost FEMA millions of dollars.** FEMA has analyzed the DHS-OIG’s audits and findings to
identify a number of root causes for these cost estimates. According to FEMA officials, they
estimate a completed draft policy in 2014 that will be available for leadership review.>

* GAO: Federal Disaster Assistance: Improved Criteria Needed to Assess a Jurisdiction’s Capability to Respond and
%ecover on Its Own, GAO-12-838, Washington, D.C.; Sept. 12,2012,

Ibid.
*® GAO: Disaster Assistance: Improvement Needed in Disaster Declaration Criteria and Eligibility Assurance
Procedures, GAO-01-837; Washington, D.C.: Aug 31, 2001; and Federal Disaster Assistance: Improved Criteria
Needed to Assess a Jurisdiction’s Capability to Respond and Recover on Its Own, GAO-12-838, Washington, D.C.;
Sept. 12, 2012.
3! Martin, Stephanie, Mary Killorin and Steve Colt, Fuel Costs, Migration, and Community Viability, Institute of Social
and Economic Research, University of Alaska Anchorage, May 12, 2008; William D. Berry, Richard C. Fording and
Russell L. Hanson, An Annual Cost of Living Index for the American States, 1960-1995, The Journal of Politics, Vol.
62, No. 2 pp. 550-567, May, 2000; also see http://cost-of-living, findthebest.com.
*? According to Federal regulation 44 CFR 206.226(f)(1), ‘A facility is considered repairable when disaster damages do
not exceed 50 percent of the cost of replacing a facility . . . .> FEMA refers to this regulation as the *50 Percent Rule’
and implements it according to its Disaster Assistance Policy 9524.4. This policy provides the decision-making tool to
determine whether FEMA should fund the repair or replacement of a disaster-damaged facility.
%3 U.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2012 FEMA Public
ﬁssl;'srance and Hazard Mitigation Grant and Subgrant Audits, O1G-13-90, Washington, D.C.; May 2013.

Ibid.
* Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from FEMA officials, May 8, 2014; site visits and interviews per November 6th EMDC Subcommittee
hearing: ‘One Year Later: Examining the Ongoing Recovery from Hurricane Sandy,” Washington, D.C.; Oct. 31, 2013.



104

Need to Improve FEMA’s Workforce - Since customer focus is critical to FEMA’s mission, the

agency’s workforce is its greatest asset in working with disaster survivors, all levels of government,
and the private and nonprofit sectors. Yet challenges exists which can result in misspent and
wasteful spending and a slower recovery. Employing and empowering staff that lack necessary
qualifications and training can result in inconsistent application of FEMA’s recovery policies. For
example, FEMA’s workforce has historically received mixed grades in managing response and
recovery efforts, and these complaints were still heard in recent disasters like Superstorm Sandy and
in Galena, AK.*

FEMA is implementing its FEMA Qualifications Systems (FQS) to credential all employees in
incident management or support positions.3 7 The goal of FQS is to put the right people in the right
job, which also means ensurin% that each employee meets certain skills, credentials, experience, and
up to date on needed training.’

* Site visits and interviews per November 6th EMDC Subcommittee hearing: ‘One Year Later: Examining the Ongoing
Recovery from Hurricane Sandy,’ Washington, D.C.; Oct. 31, 2013.

7 U.S. GAO, Federal Emergency Management Agency: Workforce Planning and Training Could Be Enhanced by
Incorporating Strategic Management Principles, GAO-12-487. Washington, D.C.; Apr. 26, 2012.

3% Department of Homeland Security, Federal Emergency Management Agency: FEMA Strategic Plan: Fiscal Years
2011-2014, FEMA P-806, Washington, D.C.; Feb, 2011,
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Introduction / Scope of This Analysis

The federal government faces the constant challenge to execute its missions as efficiently and
effectlvely as possible, under the assumptxon that, “whatever government does, it should do it
well”* Congress and FEMA recogmze that efficient government is vital, regardless of the fiscal
climate. Further, as FEMA’s previous strategic plan acknowledged, “an efficient public sector using
management best practices should produce cost savings as well as ensure the delivery of high-
quality services to the Nation’s taxpayers.”™*

Cost effectiveness is important objective, but only as a means to an end: and that end is “mission
success.” Private sector businesses have a basic profit motivation to be efficient, whereby, if a
business is inefficient it will risk going out of business. While government agencies do not go out
of business, constrained and declining budgets motivate agencies to cut waste and try to deliver
more with less.** Currently, federal government agencies have been operating under constantly
shrmklng pool of resources. Under such conditions, the way to get government projects prioritized
is by demonstrating greater returns on investment.

Congress has a critical oversight responsibility. In addition to our own oversight investigations,
Congress relies on the work of the audits of the inspector generals and the GAO to identify when
government agencies have failed to meet their objectives. This Subcommittee has a history of
closely examining FEMA operations and activities. For example, in 2009 the Ad Hoc
Subcommittee on Disaster Recovery under the leadership of Chairwoman Senator Mary Landrieu
and Ranking Member Senator Lindsey Graham examined the deficiencies in federal disaster
housing assistance, which included seven recommendations.”® Current FEMA programs and
practices reflect many of these recommendations, such as disaster case management and individual
support program and a national gost—dlsaster housing plan** which is reflected in the National
Disaster Recovery Framework.”

The scope of this analysis will be to examine the efficiency and effectiveness of specific FEMA
systems and programs. This analysis will consider FEMA’s role under the existing legislation that
currently defines FEMA’s missions and programs (i.e.: the Robert T. Stafford Act, the Post-Katrina
Emergency Management Reform Act of 2006). To perform this review, we focused on the period
since the enactment and reorganization of roles and responsibilities under the Post-Katrina
Emergency Management Reform Act of 2006.* We reviewed congressional oversight efforts such

* Indiana University, Center on Congress, http.//congress indiana.edu/one-thing-we-can-agree-about-zovernment, Dec,
19,2012,

“ Department of Homeland Security, Federal Emergency Management Agency: FEMA Strategic Plan: Fiscal Years
2011-2014, FEMA P-806, Washington, D.C.; Feb. 2011.
" Gale, Sarah Fister, ‘Capital Gains: F acing pubhc scrutiny and shrinking budgets, federal governments tap the
plrtvatz sector to bolster their project management’ PM Network, Aug. 2012.

Tbid.
“U.S. Senate, Ad Hoc Subcommittee on Disaster Recovery, Committee on Homeland Security and Governmental
Affairs, Far From Home: Deficiencies m Federal disaster Housing Assistance After Hurricanes Katrina and Rita and
Recommendanom for Improvement, 111% Congress, 1% Session, S. Prt. 111-7, Washington, D.C.; Feb, 2009.

“ Ibid.
% Federal Emergency Management Agency, National Disaster Recovery Framework: Strengthening Disaster Recovery
for the Nation, Washington, D.C.; Sept. 2011,
“P.L.109-295.
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as House and Senate hearings and appropriations reports, reports and audits by Government
Accountability Office (GAO), the Department of Homeland Security’s Office of Inspector General
(DHS-OIG), the Congressional Research Service (CRS), the Recovery Act Board, and the Council
of the Inspectors General on Integrity and Efficiency. In addition, we interviewed subject-matter
experts in disaster management and FEMA programs.

Background

The Federal Emergency Management Agency (FEMA) was originally created by executive order in
1979, which merged many of the separate disaster-related federal functions.*” Staffs of entire offices
were lifted out of their parent agencies — the departments of Defense, Commerce, Housing and
Urban Development, and others - and brought together in a new agency as an effort to give states a
one-stop-shopping at the federal level in case of disaster.*® FEMA’s statutory authority to provide
disaster assistance comes from the Robert T. Stafford Disaster Relief and Emergency Assistance
Act of 1988, as amended.® F ollowing the terrorist attacks of September 11, 2001, the Homeland
Security Act of 2002 realigned FEMA and made it part of the newly-formed Department of
Homeland Security (DHS).SO In 2006, the President signed into law the Post-Katrina Emergency
Management Reform Act, which significantly reorganized FEMA and provided it substantial new
authority to remedy gaps that became apparent in the response to Hurricane Katrina in August
2005.5' FEMA employs a workforce of over 18,000 people, who are responsible for leading and
supporting the nation in greparing for, protecting against, responding to, recovering from, and
mitigating all hazards.** >

Over the past six years FEMA’s total enacted budget has fluctuated, in part, reflecting national
catastrophic events that occurred (see Table 1). For example, between 2008 and 2009 FEMA
decreased its total enacted budget by over $10 billion and disaster relief fund by $36 million but
increased its salaries and expenses fund by $210 million.** In 2010, FEMA increased its enacted
budget by $4.5 billion and the Disaster Relief Fund by $312 million, but decreased its Salaries and
Expenses fund by $137 million.** Also, the Salaries and Expenses fund has decreased by $76
million and $62 million respectively, since FY2011.%

" Department of Homeland Security, Office of Inspector General, FEMA’s Preparedness for the Next Catastrophic
Disaster, OIG-08-34, Washington, D.C.; Mar. 28, 2008.
“*Bosner, Leo, FEMA and Disaster: A Look at What Worked and What Didn’t From a FEMA Insider,
Truthout.org:http://www.truth-out.org/sites/default/files/F EMA-and-Disaster-by-Leo-Bosner.pdf
“*The Stafford Act (P.L.100-707) amended the Disaster Relief Act of 1974 (P.L. 93-288).
*p.L. 107-296.
P L. 109-295. Also see: http://emilms.fema.eov/1S230¢/FEMO0101200.htm
*U.S. Government Accountability Office, Federal Emergency Management Agency: Workforce Planning and Training
Could Be Enhanced by Incorporating Strategic Management Principles, GAO-12-487; Washington, D.C.; Apr
26,2012,
% In addition to permanent FEMA employees FEMA also employs intermittent, on-call employees, now called
Reservists. As of April 2014, there are over 6,100 Reservists, who comprise the largest portion of the disaster
workforce. In addition, FEMA employs over 3,000 full-time positions for two to four-years, as part of their Cadre of
gn—Call Response/Recovery Employees (CORE).
j: }ii Department of Homeland Security budget submissions for FY2010 through FY2015. (See Table 1)

id.
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Table 1: FEMA Fiscal Year Budgets: Total, Disaster Relief Fund, and Salaries and Expenses

(Dollars in Thousands)

FEMA FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Total 21,631,978 | 10,932,017 | 15,459,468 | $10,446,603 | $14,098,422 | $25,435,175
budget

Salaries $724,000 $934,791 $797,650 | $1,068,585 $992,128 $929.886
and

Expenses

Disaster $1,324,000 | 1,288,000 1,600,000 2,523,343 7,076,000 6,653,117
Relief

Fund

Source: U.S. Department of Homeland Security budget submissions for FY2010 through FY2015

Current FEMA Administrator W. Craig Fugate understands that his agency’s success depends on
collaboration with many partners — state, local, territorial and tribal governments, the nonprofit and
private sectors -- to ensure that all parties have a clear understanding of pre- and post-disaster roles
and responsibilities.”” Administrator Fugate noted in 2011, “The success and speed of recovery
depends heavily on the ‘Whole of Community’ involvement, and FEMA is just one part of the
team.”*® The body of academic research on disaster management further describes the underlying
nature of this intergovernmental relationship as defined by the actions of a fragmented network of
different stakeholder groups who provide disaster recovery assistance. For example, Gavin and
Brikland note that “members of this network include public sector organizations (federal, state,
tribal, and local governments); quasi-governmental and nongovernmental organizations (community
development corporations, homeowners’ associations, special service districts, regional planning
organizations, professional associations, and colleges and universities); nonprofit relief
organizations (nonprofits, community-based organizations, and foundations); private sector
organizations (businesses and corporations, financial and lending institutions, insurance, and
media); intemational relief organizations and nations; and emergent groups and individuals. These
groups provide three types of resources: financial policy, and technical assistance.”*

FEMA recognizes that efficient government is vital, regardless of the fiscal climate. As FEMA’s
2011 to 2014 strategic plan stated, “An efficient public sector that uses performance management
best practices will ensure the delivery of high-quality services to the Nation’s taxpayers as
efficiently as possible.”® The goals and outcomes of high performance and efficient operations
were also detailed throughout FEMA’s 2014-2018 strategic plan.’! Further, within FEMA’s fiscal

57 Statement of FEMA Administrator, Craig Fugate, before the U.S. House of Representatives, Committee on
Transportation and Infrastructure, Subcommittee on Economic Development, Public Buildings, and Emergency
Management, Streamlining Emergency Management: Improving Preparedness, Response, and Cutting Costs,
Washington, D.C.; Oct. 13,2011.
% Ibid.
** Smith, Gavin and Thomas Birkland, Building a Theory of Recovery: Institutional Dimensions, International Journal
of Mass Emergencies and Disasters, Vol. 30, No. 2, Aug. 2012.
& Department of Homeland Security, Federal Emergency Management Agency: FEMA Strategic Plan: Fiscal Years
52101 1-2014, FEMA P-806, Washington, D.C.; Feb. 2011.

Ibid.
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year 2015 budget one priority listed is “Achieve Business and Management Excellence” which
specifically states:

“If we are to deliver effectively on our mission, FEMA must field a motivated, quality
workforce supported by robust and agile business functions that are capable in the face of
our greatest challenges. We will build a human capital system that can recruit, hire, train,
and retain a quality workforce that meets our mission needs-both now and in the future. We
will leverage technology to drive us forward in our capabilities and employ information
technology systems that support a mobile workforce, enabling critical analysis, electronic
record-keeping, and information sharing. Through work place transformation we will
enhance the ability of employees to move seamlessly beyond a traditional office environment
and into a range of mobile work settings for additional flexibility to achieve the mission. 02

Also, as part of FEMA’s budget priorities, the agency is focusing on leveraging technology to drive
the agency components and missions forward in its capabilities, and employ information technology
systems that support critical analysis capabilities, electronic record-keeping, and information

sharing ®

FEMA recognizes that efficient delivery of high-quality services to the Nation’s taxpayers is both
possible and mission critical. We have noted that FEMA has made progress on issues identified by
the GAO and DHS-OIG. For example, of the 87 recommendations the GAO made to FEMA
between 2008 through 2012, FEMA has implemented 59 percent, while 29 percent remained

64
open.

There exist, however, some long-standing challenges of FEMA’s enterprise and its programs that
the agency’s leadership continues to confront, as the accountability community and congressional
oversight continue to identify sources of inefficiency and/or financial weakness. The sections
below address agency-wide, operational challenges that are related to disaster response and
recovery programs and FEMA’s mission support activities, that we believe are critical to enabling
FEMA to realize both additional cost efficiencies as well as improvements to the agency’s
customer-focused relationship with the State, local, territorial, and tribal actors, and other members
of the ‘whole community.’

Areas of Potential Costs Savings

Below are some issues that we believe, with greater focus, FEMA could see cost savings and
reductions in waste:

 Department of Homeland Security, Federal Emergency Management Agency: Fiscal Year 2015 One-Time Exhibits
Congressional Justification. Washington, D.C.; Mar. 2014,

® Department of Homeland Security, Federal Emergency Management Agency, Fiscal Year 2015

One-Time Exhibits, Congressional Justification, Washington, D.C., Mar. 2014,

 Our analysis of GAO’s Status of Open Recommendations found 11 recommendations that were listed as ‘closed / not
implemented’.
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Need For Improvements in FEMA Disaster Recovery Grant Spending
In December 2013, the DHS OIG identified disaster grants management as a significant

management challenge for FEMA.% The DHS-OIG has reported around $1.36 billion in such
findings between fiscal years 2009 through 2013.% Specifically, for the past five years the DHS
OIG publishes a report summarizing their recurring findings from their audits of FEMA disaster
recovery and mitigation grants (Summarized in table 2 below).”” For example, in June 2014, the
DHS-OIG published 54 reports contained 261 recommendations resulting in potential monetary
benefits of $307.8 million for obligations during fiscal year 2013.%® Similarly, in May 2013, the
DHS-OIG published 54 reports contained 187 recommendations resulting in potential monetary
benefits of $415.6 million for obligations during fiscal year 2012,

In these reports DHS-OIG concluded each year that better management by FEMA could decrease
ineligible costs by improving subgrantees’ compliance with Federal regulations and FEMA
guidelines. In addition, the amount of unneeded funding could decrease sharply if FEMA and
grantees more closely managed grant funding and de-obligated unneeded funds faster.”

¢ U.S. Department of Homeland Security, Office of the Inspector General, Major Management and Performance
Challenges Facing the Department of Homeland Security, O1G-14-17, Dec. 2013.
 U.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2013 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, , O1G-14-102-D, Washington, D.C.; June 10, 2014;
OIG-13-90 FY 201 2 FEMA Public Assistance and Hazard Mitigation Grant and Subgrant AuditsO1G-13-90,
Washington, D.C.; May 2013; Capping Report: FY 2011FEMA Public Assistance and Hazard Mitigation Grant and
Subgrant Audits, 01G-12-74, Washington, D.C.; April 13,2012; Capping Report: FY 2010 FEMA Public Assistance
Grant and Subgrant Audits, DD-11-17, Washington, D.C.; Aug. 23, 2011; and Capping Report. FY 2009 Public
éssistance Grant and Subgrant Audits, DS-11-01, Washington, D.C.; Dec. 2, 2010.

Ibid.
8 U.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2013 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, , 01G-14-102-D, Washington, D.C.; June 10, 2014,
® U.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2012 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, O1G-13-90, Washington, D.C.; May 2013.
"U.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2012 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, 01G-13-90, Washington, D.C.; May 2013.
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Table 2: DHS-OIG Findings: Audits of FEMA Public Assistance and Hazard Mitigation Grant and
Subgrant, fiscal years 2013 through 2009,

Fiscal DHS-OIG Findings
Year (dollars)

2013 $307,821,907
2012 $415,592,179
2011 $336,890,664
2010 $165,248,221
2009 $138,436,081
Total $1,363,989,052

Source: EMDC Analysis of DHS-OIG reports”*

FEMA s Progress

According to the DHS-OIG’s 2014 report, FEMA acknowledged that the DHS-OIG’s capping
reports are particularly valuable and has implemented corrective measures to address issues
identified in these past audits.”” As a result, FEMA has developed and is implementing a new
Procurement Disaster Assistance Team.” This Team will provide assistance to disaster recovery
applicants before they award contracts to reduce procurement violations and help ensure applicants
spend Federal funds efficiently, effectively, and in compliance with applicable Federal procurement
standards.” This Team will also provide just-in-time and steady-state training; develop guidance on
Federal procurement requirements; review applicant procurement policies and procedures; and
review proposed applicant procurement actions to advise FEMA Public Assistance officials as to
whether those actions comply with Federal procurement requirements.”® Further, the FEMA
Recovery Directorate plans to establish a section dedicated to overseeing, coordinating,
implementing, responding to, and learning from DHS-OIG and GAO audits.”® FEMA anticipates
standing up the new section before the end of FY 2014,

FEMA’s current Chief Financial Officer (CFO) has been in the position since 2012. On April 2014,
we discussed this component’s cost efficiency efforts. ™ In this briefing the CFO noted progress
through their implementation of the CFO’s Strategic Funds Management review process.

" U.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2013 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, , 01G-14-102-D, Washington, D.C.; June 10, 2014;
OIG-13-90 FY 2012 FEMA Public Assistance and Hazard Mitigation Grant and Subgrant AuditsO1G-13-90,
Washington, D.C.; May 2013; Capping Report: FY 2011 FEMA Public Assistance and Hazard Mitigation Grant and
Subgrant Audits, 01G-12-74, Washington, D.C.; April 13, 2012; Capping Report: FY 2010 FEMA Public Assistance
Grant and Subgrant Audits, DD-11-17, Washington, D.C.; Aug. 23, 2011; and Capping Report. FY 2009 Public
Assistance Grant and Subgrant Audits, DS-11-01, Washington, D.C.; Dec. 2, 2010,
2 U.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2013 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, , O1G-14-102-D, Washington, D.C.; June 10, 2014
™ Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
%flfs_i;s, briefing from FEMA Response and Recovery officials, May 8, 2014.

id.

Assistance and Hazard Mitigation Grant and Subgrant Audits, , O1G-14-102-D, Washington, D.C.; June 10, 2014.
™ Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
7[}ffairs, briefing from FEMA Office of Chief Financial Officer, Apr. 29,2014,

Ibid.
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According to the FEMA CFO, the Strategic Funds Management review is FEMA’s process for
obligating Public Assistance project funding based on a subgrantee’s schedule to execute the
eligible work.® This process is designed to apply additional project management steps and link
them to a spend plan so that obligates funds for eligible subgrantee projects to meet the project
schedule.?! Historically, FEMA has obligated full Public Assistance or Hazard Mitigation project
funding as soon as a Project Worksheet is prepared, reviewed, and approved; even when the
subgrantee does not expect to expend the funds for an extended period of time.* Strategic Funds
Management is designed to allow FEMA to rapidly review projects to identify disaster related
damage and prepare an eligible scope of work, and then approve Project Worksheets and obligate
funding consistent with the Disaster Relief Fund appropriation process and in coordination with the
subgrantee’s readiness to carry out the project in accordance with the project schedule ®

Recommendation

We believe that improved training of both FEMA’s workforce and disaster grantees and subgrantees
—as well as those private sector contractors who locals hire to support their recovery efforts - are
critical to reducing these costs in future disasters. FEMA also needs to improve its outreach tools to
states which play a critical role in disaster grant management.

Improper Payments

The Improper Payments Information Act of 2002% and its successor the Improper Payments
Elimination and Recovery Act of 2010,% along with the Office of Management and Budget’s
(OMB) implementing guidemce,86 require Federal agencies to annually review all programs and
activities to identify those that are ‘high risk’ or susceptible to ‘significant improper payments.” For
each program identified as susceptible, Federal agencies are required to report the annual amount of
estimated improper payments, along with steps taken and actions planned to reduce them, to the
President and the Congress.?’

FEMA procedures define “improper payments” as: “Any payment that was made in an incorrect
amount (including overpayments and underpayments) under statutory, contractual, administrative or
other legally applicable requirements. An improper payment includes any payment to an ineligible
recipient, any payment for an ineligible good or service, any duplicate payment, any payment for a
good or ser;rgice not received, and any payment that does not account for credit for applicable
discounts.”

# Senate Homeland Security and Govemnmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from FEMA Office of Chief Financial Officer, Apr. 29,2014,

BI
Tbid.
¥ Federal Emergency Management Agency, Strategic Funds Management — I ol ion Procedures for the Public
éssismnce Program, SOP 9570.24, Washington, D.C.; Dec. 21, 2012,
Ibid.

5 Pub. L. No. 107-300.

% Pub. L. No. 111-204, 124 Stat. 2224 (July 22, 2010),

# OMB Memoranda M-03-132, and OMB Circular A-136.

%7 The Improper Payments Elimination and Recovery Act of 2010 (IPERA}P.L. 111.202), amended the IPIA to require
agencies to increase their diligence in reducing improper payments. IPERA defines high risk programs as having
estimated error amounts above $10 million with an error rate above 2.5% or having an estimated error amount above
$100 million (at any error rate).

8 Tbid.
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Given FEMA’s definition above, the DHS-OIG’s audits have identified over $275 million of
ineligible costs from FEMA disaster recovery spending for fiscal years 2009 through 2013.% For
example, the DHS-OIG found almost $65 million of questioned costs during this period, which
resulted from costs covered by insurance where subgrantees and FEMA did not correctly apply or
allocate insurance proceeds.()0 Although the subgrantee is responsible for reporting insurance
proceeds, FEMA is responsible for completing an insurance review to determine insured losses,
according to the DHS-OIG report.91

In addition, GAO has an ongoing review to determine the extent that FEMA has the controls to
limit duplicate payments under their Individual Assistance program.” Additional research by GAC
will enable us to determine FEMA’s ability and limitations to enforce these provisions. In addition,
DHS-OIG officials told us that FEMA has been selected every year and will be again next year
based on the level of risk.”® The DHS-OIG’s methodology does not independently sample
transactions; rather they compare FEMA’s processes-and all DHS components’ improper payment
processes—against federal laws, regulations and the DHS Guidebook.>® The DHS-0IG reported
seeing a trend across the department of improvement in this area.”

In April 2014, the DHS-OIG released their latest review of DHS and its components’ compliance
with the Improper Payments Information Act” The report noted that, DHS-wide, the Department
has reduced its improper payment amount from $222 million in FY 2011 to $178 millien in FY
2013, since the implementation of the Act”” The report also noted that DHS components over the
past year have closed many of the open recommendations from prior reports.98

We have reviewed improper payment issues over a number of years. In October 2011, this
Subcommittee examined the issue as part of its efforts to examine front-end quality controls and

¥ U.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2013 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, , O1G-14-102-D, Washington, D.C.; June 10, 2014;
OIG-13-90 FY 2012 FEMA Public Assistance and Hazard Mitigation Grant and Subgrant AuditsO1G-13-90,
Washington, D.C.; May 2013; Capping Report: FY 2011FEMA Public Assistance and Hazard Mitigation Grant and
Subgrant Audits, O1G-12-74, Washington, D.C.; April 13, 2012; Capping Report: FY 2010 FEMA Public Assistance
Grant and Subgrant Audits, DD-11-17, Washington, D.C.; Aug,. 23, 2011; and Capping Report. FY 2009 Public
;%s:istance Grant and Subgrant Audits, DS-11-01, Washington, D.C.; Dec. 2, 2010,

Ibid.

% Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from U.S. GAO officials, Apr. 24, 2014,

%3 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmentat
Affairs, briefing from DHS-OIG officials, Mar. 14, 2014.

* Ibid.

% Ibid.

* Department of Homeland Security, Office of Inspector General, Department of Homeland Security’s FY 2013
Compliance with the Improper Payments Elimination and Recovery Act of 2010, O1G-14-64, Washington, D.C.; Apr.
14,2014.

°7 Department of Homeland Security, Office of Inspector General, Department of Homeland Security’s FY 2013
Compliance with the Improper Payments Elimination and Recovery Act of 2010, O1G-14-64, Washington, D.C.; Apr.
14,2014

* Department of Homeland Security, Office of Inspector General, Compliance with the Improper Payments Elimination
and Recovery Act of 2010, O1G-12-48, issued Mar. 2012; and Department of Homeland Security’s FY2012 Compliance
with the Improper Payments Elimination and Recovery Act of 2010, OIG-13-47, Washington, D.C.; March 2013.
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business practices at FEMA that mitigate waste, reduce errors, fraud, and abuse, and ensure greater
efficiency in the agency’s disaster response and recovery activities.” At the hearing, FEMA stated
that these efforts resulted in a reduction in the improper payment rate from 14 percent in the
aftermath of Hurricane Katrina to 0.3 percent in fiscal year 201 0.1

FEMA's Progress

We discussed improper payments with FEMA’s Chief Financial Officer (CFO) in April 201410
The CFO’s office provided us with results of improper payment error rate testing for FEMA
spending between 2008 and 2012, across 9 programs selected for testing by DHS. All FEMA
programs that the agency is required to test demonstrated lower percentages of improper payment
error rates, according to the FEMA CFO.'? of particular interest to us are the error rates associated
with disaster recovery activities, such as Individuals and Households Program, Public Assistance
program, and Disaster Relief Fund vendor payments, which have all seen reduced error rates during
this time period.103 Notably, the Individuals and Household Program had an error rate of 6.28%
(about $56 million) when tested for spending on Hurricanes Gustav and Ike; but due to its low error
rate of 0.3 percent since 2010, the programs received a waiver from testing for fiscal year 20121
Another notable area of reduction is under the Federal [nsurance and Mitigation Administration,
which had an improper payment rate of 6.3 percent ($52 million) in fiscal year 2008, but has
reduced that rate to 0.02 percent by fiscal year 2012.%

Further, CRS noted that Congress was concerned about improper payments in the aftermath of
Superstorm Sandy. As part of the fiscal year 2013 supplemental funding for Superstorm Sandy (P.L.
113-2), and Senate-passed H.R. 1 included a provision that designated all programs and activities
funded through the legislation as ‘susceptible to significant improper payments’ under the
provisions of the Improper Payments Information Act of 2002 (IPIA). This designation requires
federal agencies to estimate the annual amount of improper payments made under the program and
submit the estimates to Congress annually.!%

Additionally, for programs that have estimated improper payments that exceed $10 million, the
federal agency is required to develop a report that identifies the causes and corrective actions the
agency will take to reduce the improper payments.'®” According to the FEMA CFO, fiscal year

% Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, ‘Accountability at FEMA: Is Quality Job #1? ' Washington, D.C., October 20, 2011.
1% Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs Holds Hearing on Oversight of the Federal Emergency Management Agency, Washington, D.C.; Oct. 20, 2011,
1" Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
szfz;)ir;, briefing from FEMA Office of Chief Financial Officer, Apr. 29, 2014.

Ibid.

' Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
stfairs, briefing from FEMA Office of Chief Financial Officer, Apr. 29,2014,

Ibid.
106 Congressional Research Service, FY2013 Supplemental Funding for Disaster Relief, R42869; Washington, D.C.;
Feb. 19,2013.
7 Ibid.
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2013 spending under the Individuals and Household Program will be again reviewed because of
Superstorm Sandy recovery spending.108 We will be interested in those results.

Recommendation

FEMA needs to ensure its disaster workforce is properly trained as well prioritizing this issue within
its policies. Further, FEMA should include in its measures of improper payment error rates to those
categories of ineligible expenses identified by DHS-OIG audits.

Closing Out Old Disasters
Ongoing disaster recovery and mitigation operations are commonly referred to by FEMA as “open”

disasters. Currently, there are 40 open disasters that are over 10 years old, which include tens of
millions in unliquidated obligations to disasters going as far back as 1994, according to FEMA’s
data.'® Twelve of these disasters had been declared during or prior to 1999, accounting for almost
$60 million in yet unspent funds.!'® The oldest open disaster—the Northridge Earthquake which
occurred twenty years ago—still represents almost $60 million in unliquidated obligations.""!
According to FEMA'’s data, there are 14 disasters of these 40 open disasters have $0 unliquidated
obligations but are still going through final financial processing.!'> FEMA provided us with the
reasons why these are still not closed out: for 5 of these disasters, FEMA is still recovering
improperly spent funds (or ‘billed for collections’) from the applicants or sub-applicants; for 7 of
these 1olgen disasters, final paperwork is pending; and one open disaster has ‘small projects’ still
open.

In January 2010, the DHS-OIG reported that FEMA lacked an agency-wide internal control
environment with effective leadership and priority for timely closeout.!** According to the DHS-
OIG, funds obligated for disasters but not needed by FEMA grantees are not de-obligated and
released for other uses. In addition, unnecessary administrative costs associated with monitoring
and oversight of open disasters adds to the disaster price tag. This report noted that there is little

1% Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from FEMA Office of Chief Financial Officer, Apr. 29, 2014.

'%Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs analysis of FEMA Disaster Declarations Summary - Open Government Dataset: http://www.fema.cov/media-
library/assets/documents/283187id=6292: FEMA data Un-Liguidated Obligations- Financial Information Toal, as of
May 27, 2014. Note: The 9/11 attack in New York, New York is also a disaster that is over 10 years old and represents
$805 million of the total of unliquidated obligations, but due to the unique nature of many of the recovery and
mitigation projects, we have excluded it from our analysis.

"1 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs analysis of FEMA Disaster Declarations Summary - Open Government Dataset: http:/www.fema.gov/media-
library/assets/documents/283182id=6292; FEMA data Un-Liquidated Obligations- Financial Information Tool, as
ofMay 27,2014,

U Tbid.

2 bid.

13 FEMA’s policy defines small projects as *...eligible work, either emergency or permanent, costing from $1,000 to
$68,500 (868,500 is the threshold for small projects for Federal fiscal year 2014, and adjusted annually). As a result of
the Sandy Recovery Improvement Act of 2013 (P.L.113-2) the threshold has been raised for Simplified Procedures,
raising the threshold to $120,000, and adjusting annually for CPI. For more info see http://www.fema.gov/public-
assistance-frequently-asked-questions#Q2 |

" U.S. Department of Homeland Security, Office of the Inspector General, Opportunities to Improve FEMA’s Disaster
Closeout Process O1G-10-49, Washington, D.C.; Jan. 2010,
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compliance with existing laws that aim to limit the length of time a disaster can remain open. 1s

The DHS-OIG’s analysis of open disasters found at that time 744 declared disasters with open
FEMA/State Agreements and unliquidated obligation balances at the time of publication.!!® Further,
this report identified almost $500 million in unliquidated obligations for disasters that had been
declared prior to 1999.'"7

The Congressional Research Service (CRS) has also reviewed the disaster closeout process within
FEMA, noting that terminations of Stafford Act recovery projects are not subject to strict
deadlines.''® The requirements to ‘close out’ a major disaster are established in 44 C.F.R. 13.50.
Disasters and emergencies are considered “closed” when all of the applicant’s projects are
completed and the applicant’s administrative allowance expenses have been reconciled to
supporting documentation.'”® CRS noted, in general, “Public Assistance (PA) grant projects and
Hazard Mitigation grant projects (HMGP) take the longest to complete. Typically, major
infrastructure projects take years to complete.”**° Both the PA and HMPG have a common closeout
sequence such that, individual projects are managed by applicants (normally the state) and each
project is separately closed by FEMA and the state when all of the costs associated with the project
have been reconciled with supporting documentation. !

Subject-matter experts that we interviewed for this analysis noted that the current disaster recovery
process does not incentivize states, subgrantees or their contractors to quickly complete their
participation in recovery efforts; in fact, the opposite occurs. Firms supporting state and local
recovery efforts are incentivized to drag out the length of recovery projects in order to maximize
their revenues.'>

The DHS-0IG’s January 2010 report also noted that FEMA lacked an agency-wide internal control
environment with effective leadership and priority for timely closeout.'® FEMA’s weak controls
over disaster closeouts allow disasters to stay open for a considerable length of time after the
disaster recovery effort has been completed, according to the DHS-OIG.'** Specifically, the DHS-
OIG cited FEMA’s lack of a centralized process for closing out disasters, as the control for closing
out disaster resided mostly within each of the 10 regional offices rather than in headquarters.'?*
According to the DHS-OIG, FEMA could improve their processes in order to better determine what
projects could de-obligated and made available for use in other disaster relief activities.*® The

% Ibid.
:‘7’ Ibid. DHS-OIG analysis of FEMA data as of September 30, 2008.
Ibid.
18 Congressional Research Service, Federal Emergency Management: A Brief Introduction, R42845 Washington, D.C.;
November 30, 2012.
% 1bid,
2 Ibid.
2! Ihid.
12 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from disaster management subject-matter experts, Jan 13, 2014; Feb. 21, 2014.
% .S, Department of Homeland Security, Office of the Inspector General, Opportunities to Improve FEMA’s Disaster
Closeout Process O1G-10-49, Washington, D.C.; Jan. 2010,
22 1bid.
12 1bid.
12 Thid.
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DHS-0IG recommended a leadership team that would prioritize closeouts, and other
recommendations for implementing consistent procedures across all disaster closeouts. 17

For 2014, the DHS-OIG has planned work to review the 804 disasters that are currently open, to
determine how many projects are open and can be closed based on FEMA policy.'?® Specifically,
they will identify the unliquidated obligation balances of open projects, to determine their program
eligibility and the extent these can be closed out in a timely manner so that unliquidated obligations
are returned to the disaster relief fund.'?

FEMA Progress
This Subcommittee previously examined the issue of close outs as part of an October 2011

hearing.'* At this hearing FEMA’s Deputy Administrator testified that the Agency had been
addressing these issues since 2009, in order to improve how FEMA manages the Disaster Relief
Fund (DRF)."®! Agency efforts included steps to change how DRF resources were expended and
improved closeout process for older disasters so updated funds could be brought back to the DRF.
As aresult, FEMA was able to recover more than $4.7 billion in unobligated funds, according to the
Deputy Administrator’s testimony."> Similarly, the FEMA Administrator testified before the
House of Representatives that FEMA has put additional mechanisms in place to reduce costs and
identify funds that could be de-obligated and returned to the DRF.'® The agency focused on
improving the accuracy of their estimates of resource needs for catastrophic disasters by regularly
reviewing spending reports, according to the FEMA Administrator.* Each catastrophic disaster
team is required to prepare monthly spend plans that project resource needs for the current and
succeeding year.'> These teams also work with state partners to identify priorities and plan for
resource needs. Actual expenses are then compared to projections to identify variances and the
reasons for those variances.*¢

In May 2014, we met with FEMA officials to determine what processes the agency uses to close out
open disasters.'”” FEMA currently has a close-out team that is housed in FEMA headquarters and
designated staff from each FEMA region.®® According to FEMA officials, this team convenes
quarterly to monitor all open disasters and identifies on a weekly basis those contracts with no

127 s
Ibid.
121J.S. Department of Homeland Security, Office of the Inspector General, Annual Performance Plan for Fiscal year
2014. Washington, D.C.
' Ibid

1% Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, ‘ Accountability at FEMA.: Is Quality Job #1?° Washington, D.C., Oct. 20,2011.
1 Written Statement of Deputy Administrator Richard Serino, Federal Emergency Management Agency, before the
U.S. Senate Committee on Homeland Security & Government Affairs” Ad Hoc Subcommittee on Disaster Recovery
gdl t1’1.1:lerg0ven’u‘nental Affairs, Washington, D.C.; Oct. 20,2011,
id.

% Statement of FEMA Administrator, Craig Fugate, before the U.S, House of Representatives, Committee on
Transportation and Infrastructure, Subcommittee on Economic Development, Public Buildings, and Emergency
Management, Streamlining Emergency Management: Improving Preparedness, Response, and Cutting Costs,
Washington, D.C.; Oct. 13,2011,
3 Ibid.
3 Ibid.
5 Ibid.
%7 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
ﬁ{fairs, briefing from FEMA Response and Recovery officials, May 8, 2014,
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acttvity for over 90 days.'® According to FEMA officials, this headquarters close out team has
closed out 471 open disasters, and returned $500 million back to the Disaster Relief Fund in unspent
disaster mission a.ssignments.140

Recommendation

We recommend that FEMA identify incentives to close out old disasters in order to minimize the
administrative costs of keeping these open. Such incentivizes should include enforcing compliance
with existing laws that aims to limit the length of time a disaster can remain open.

We are encouraged that the DHS-OIG has planned work to review the currently open disasters to
determine how many projects are open and can be closed based on FEMA policy. To support this
Subcommittee’s oversight efforts, we would benefit that this audit includes detailed information on
the unliquidated obligation balances of open projects and other detailed information to augment our
understanding of the extent that certain disasters—or specific projects or activities within this
inventory of open disasters—can be closed out in a timely manner so that unliquidated obligations
are returned to the disaster relief fund.

‘Obtain and Maintain’ Requirements under the Stafford Act

Our research and discussions with subject-matter experts has identified follow-up questions as to
the extent FEMA is able to use its disaster recovery data to monitor the existence of any
requirement to ‘obtain and maintain’ insurance as a result of receiving previous federal disaster
assistance, as per Section 311(b) of the Stafford Act.'"*! In December 2011, the DHS-OIG reviewed
the strengths and weaknesses of FEMA's processes for tracking public assistance insurance
requirements.142 This applies to both the Public Assistance (PA) program as well as individuals’
benefits under the Individual Assistance (IA) program (as per the NFIP Reform Act of 1994),143
The Stafford Act, as originally written, contains a requirement for insurance coverage that if
enforced, is intended to go a long way in incentivizing individuals, and state and local government
to protect themselves against hazards.'* This insurance requirement is meant to act as a driver for
the property owner to take measures that reduce their risk. If a property owner knows that they may
be on the hook for damages that do not exceed their insurance deductible, mitigation activities to
lessen the risk of damage may be more attractive.'**

9 1bid,
9 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from FEMA Response and Recovery officials, May 8, 2014.
! Robert T. Stafford Disaster Relief and Emergency Assistance Act, as amended, Public Law 93-288, as amended, 42
U.8.C.5121 et seq.; (42 U.S.C. 5154).
2 Department of Homeland Security, Office of Inspector General, FEMA’s Process for Tracking Public
ﬁgslig{gnce Insurance Requirements, 01G-12-18, Washington, D.C.; Dec. 16, 2011

id.
4 See: Department of Homeland Security, Office of Inspector General, FEMA s Process for Tracking Public
Assistance Insurance Requirements, 01G-12-18, Washington, D.C.; Dec. 16, 201 1. This report notes that that
implementing regulations concerning this Stafford Act provision are in the Code of Federal Regulations
(C.F.R) Title 44, Part 206.
8 Ibid.
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‘When reviewing a project proposal, FEMA is required to conduct an insurance review in order to
identify whether the applicant has received funding for the damaged facility in the past. In order to
conduct a thorough review, one must search three databases, each with their own limitations.!*¢

The implementation of ‘ebtain and maintain’ provision has also been reviewed by the DHS-OIG in
December 2011."7 Their 2011 report noted issues related to insurance requirements have existed as
far back as 2001.'* According to the DHS-OIG, FEMA officials have acknowledged the
possibility of duplicative payments but without the tools to accurately identify these instances, it can
be hard to quantify the impact of these shortfalls.'* However, the DHS-OIG was able to identify
about $83.7 million in ineligible costs in its audits of fiscal year 2013 disaster spending and $31.5
million in its audits of 2011 spending.'*®

We are concerned that FEMA’s legacy of IT systems have not incorporated and maintained data
over the duration of the ‘obtain and maintain® insurance requirement to ensure that these properties
are being identified, especially if such properties have changed hands. As of 2011, FEMA stiil
lacked the ability to simultaneously compare fields across the various systems and due to varying
search field classifications.’*! According to the DHS-OIG’s report, FEMA cannot reliably search
based on a specific facilities name or address.'? This is critical for identifying potential duplication
of benefits for a specific location. Incorrect GPS coordinates, gaps in address details, and incorrect
coding of insurance information all contribute to incomplete and ineffective databases, as the report
noted.’* If these systems do not support disaster recovery and are not integrated long after these
challenges were first identified, FEMA must be held accountable for this lapse in compliance with
statute and regulation.'**

Additionally, the DHS-OIG’s 2011 report pointed out two other continuing performance challenges:

o Compliance with Insurance Requirements Has the Potential to Hold Up Disaster Close Outs:
FEMA regulations implementing the Stafford Act set an 18 month timeline for the close out of
large projects.'® The DHS-OIG’s assessment of the compliance with insurance requirements
revealed that many projects staying open, on average, 60 months.'*® This delay could result in

146 bid.

Y7 hid.
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150 U.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2013 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, O1G-14-102-D, Washington, D.C. June 10, 2014; and
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Washington, D.C.; April, 13,2012,
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15 44 CFR § 206.204 Project performance Accessed: 7/2/14 via: hitp://www.law.cornell.edw/cfr/text/44/206.204. Time
limits for project completion begin on the disaster declaration date: Emergency work must be completed within —6
months; Permanent work must be completed within — 18 months. For extenuating circumstances or project requirements
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increased administrative costs for FEMA as well as additional costs to the grantee and
subgrantees.'”’

o FEMA’s Public Assistance Program May Affect Incentives to Carry Insurance: The DHS-
OIG’s report stated that disincentives to carry insurance may also exist; for example, the Public
Assistance program pays the full cost of repairs to an applicant’s building the first time it is
damaged which tends to make buying insurance less of a priority.ls ® FEMA has recognized this
challenge as far back as 2000,"*® However, FEMA had not issued a final rule addressing the
identified deficiencies at the time of this audit.'® According to the DHS-OIG, FEMA had
explained that action on these issues had not occurred because regulatory review and
rulemaking involving other programs had taken precedence.'®!

GAO has an ongoing review of FEMA’s Individuals and Households Assistance program in the
aftermath of Superstorm Sandy. Specifically, GAO’s current review will examine the extent that
FEMA'’s internal controls are designed to limit fraud, waste and duplicate payments, which would
include FEMA’s ability to identify those individuals and properties that have received prior federal
disastel;sz;ssistance and would be required to obtain and maintain insurance at the time Superstorm
Sandy.

FEMA s Progress
We discussed this with FEMA officials, who noted that their Recovery Directorate is facilitating the

development of a Public Assistance policy on insurance to guide decision-making, set expectations,
and more effectively implement the statutes and regulations that require applicants to obtain and
maintain insurance as a condition of grant assistance.'® During this briefing, FEMA indicated that
they have undertaken a 2-year review of insurance issues and key policy questions to inform a
policy on insurance that better and more consistently meets the needs of applicants, program staff,
and other stakeholders.'®* FEMA’s Team (in)Sure! project team has analyzed and addressed three
key decision points in recommendations:

e Determining the type and extent of insurance an applicant is required to obtain and maintain;

o The extent that applicants comply with their insurance requirements;

o Reductions to assistance based on the applicant's insurance coverage or requirements.'®

7 Ibid.; also see, Opportunities to Improve FEMA s Disaster Closeout Process (O1G-10-49), January 2010.
138 Department of Homeland Security, Office of Inspector General, FEMA 's Process for Tracking Public
Assistance Insurance Requirements, OIG-12-18, Washington, D.C.; Dec. 16,2011,
3% See Federal Register (65 FR 58720) on October 2, 2000.
' Department of Homeland Security, Office of Inspector General, FEMA s Process for Tracking Public
{lﬁfsrzgfgnce Insurance Requirements, 01G-12-18, Washington, D.C.; Dec. 16,2011.
id.
' Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from U.S. GAO officials, Feb. 12, 2014.
163 Genate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
éﬁa;r;’ briefing from FEMA officials re: Public Assistance Policy on Insurance, May 8, 2014,
id.
1% Thid,
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According to FEMA officials, they estimate publishing a draft policy in the Federal Register in
August 2014, for public review and comment, with a final version Public Assistance Policy on
Insurance by end of December 2014,1%

During our discussion with FEMA officials, they noted that FEMA is developing an information
technology tool that will be able to automatically collect the needed supporting data from its
existing systems‘167 Currently, there is no centralized automated tool to reliably perform this data
collection task. Further, FEMA officials noted that State insurance commissions could be an
important partner in FEMA’s efforts to effectively implement ‘obtain and maintain’ insurance
requirements.'® FEMA officials noted, however, that many state insurance commission offices do
not collect and maintain this type of data, nor is there a state-level database.'®® This data limitation
raises questions as to what extent states build and maintained the capabilities needed to manage the
shared responsibility of disaster recovery, as well as what ways can FEMA improve accountability
and efficiency of federal disaster recovery spending.

Recommendation

We are concerned with the lack of progress made in addressing the issues first identified in 2001
and believes allowing compliance issues to continue contributes to ongoing inefficiencies. Further,
we recognize that implementing this Stafford Act provision can be best accomplished through an
effective partnership between FEMA and the States, which may identify additional implementation
issues that this Subcommittee may need to consider. We recognize FEMA’s efforts to improve its
policy and tracking system, but believe these early efforts need to be significantly enhanced.

Are We Prepared To Recover?

While FEMA has demonstrated some improvements to its systems and program, our analysis of a
larger body of audits and reports on disaster recovery lead us to the broader question: are we as a
Nation prepared to recover?

Efficient and effective disaster recovery may be one of the more challenging and long-standing
issues FEMA faces. The nation’s ‘recovery capabilities” have been identified as one of the key
areas in need of improvement.'® In addition, recurring DHS-O1G audit findings raise questions as
to what extent states have built and maintained the capabilities needed to manage the shared
responsibility of disaster recovery, as well as the ways FEMA can further ensure accountability and
efficiency of federal disaster recovery spending.'”

1% Ibid.

17 Ibid.

1 1hid,

 Ihid.

"1.8. Department of Homeland Security. Federal Emergency Management Agency, National Preparedness Report,
Washington, D.C.; Mar. 30, 2012

17! See: U.S. Department of Homeland Security, Office of the Inspector General, Major Management and Performance
Challenges Facing the Department of Homeland Security, OIG-14-17, Dec. 2013; and Capping Report: FY 2012 FEMA
Public Assistance and Hazard Mitigation Grant and Subgrant Audits, 01G-13-90, Washington, D.C.; May 2013,
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Congress, as part of the FY2012 appropriations process also identified this issue.'” For example,
the House committee report stated that FEMA must improve the quality and timeliness of project
worksheets for public assistance grants, as well as improve the process for sharing that information
with regional offices, FEMA headquarters, and the Office of Management and Budget (OMB).'?
Doing so would improve FEMA’s management of the DRF and its assistance programs.

The Appropriations commnittee report mandated FEMA work with the Homeland Security Studies
and Analysis Institute to review the project worksheet process and flow of information, and provide
areport to the Committees no later than May 1, 2012.'™ Specifically, Congressional Appropriators
requested a review on how to improve the collection and sharing of grant information between the
regions, FEMA headquarters, and OMB.!” Additionally, the review was to include a delineation of
the time that an application, or its appeal, currently spends at each office and stage of the process
including the a) joint field office, b) FEMA regional office, ¢) FEMA headquarters, d) DHS, and ¢)
OMB; this review also sought to identify ways to streamline the information and reduce the time
needed to adjudicate applications,'’®

Again, for the past five federal fiscal years, the DHS-OIG has published reports summarizing the
findings from their individual audits of disaster grantees and subgrantees.!”’ The DHS-OIG has
noted that Federal regulations require States, as grantees, (1) to ensure that subgrantees (such as
cities, school districts, etc.) are aware of requirements that Federal regulations impose on them and
(2) to manage and monitor the day-to-day operations of subgrantees’ activity ensure compliance
with applicable Federal requirements.'’® Recurring problems found grantees needed to:
o “[E]stablish policies for recognizing direct administrative costs that are unreasonable or
unnecessary,
e submit FEMA quarterly reports with financial information in accordance with FEMA’s
Public Assistance Guide (FEMA 322),
e submit closeout documentation for projects as soon as practicable,
¢ develop and implement oversight procedures to improve its monitoring of subgrantees.”' ™
These recurring audit findings raise questions as to what extent states have built and maintained the
capabilities needed to manage the shared responsibility of disaster recovery, as well as what ways
can FEMA further ensure accountability and the effectiveness of federal disaster recovery spending.
These performance limitations in the disaster recovery process were also documented in the
Hurricane Sandy task force report, which recommended, “Disaster recovery efforts should account
for the temporary staffing needs of Federal agencies and State and local governments who conduct

'™ U.S. Senate, 112th Congress, 1 session. Military Construction And Veterans Affairs And Related Agencies
Appropriations Act, 2012; Conference Report To Accompany H.R. 2055. Report 112-331, Washington, D.C.; Dec. 15,
2011
' Ibid.
™ Ibid,
173 1bid.,
17 Ibid.
177U.8. Department of Homeland Security, Office of the Inspector General, Major Management and Performance
ggltrzé{znge: Facing the Department of Homeland Security, O1G-14-17, Dec. 2013

id.
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reviews and permitting of Federal disaster recovery projects.”'¥® Further, the Sandy Task Force
report also recommended that the federal government “[W]ork with States and local jurisdictions to
consider funding strategies and raise awareness about the need to fill Local Disaster Recovery
Manager positions.”'®!

A recent version of the National Preparedness Report found that disaster recovery-focused core
capabilities are an area for improvement nation-wide.'*> The Recovery mission area core
capabilities center on helping disaster-affected communities rebuild infrastructure, provide adequate
long-term housing, preserve community services, restore health and social services, promote
economic development, and restore natural and cultural resources.'®® Until recently, the Recovery
mission area lacked the national structure and cohesive planning approaches employed across other
mission areas, such as Protection and Response.'® The National Preparedness Report found that
three of the four lowest-assessed capabilities fall within the Recovery mission area—Economic
Recovery, Natural and Cultural Resources, and Housing.185 States indicated that they were less than
halfway to achieving their desired capability levels in these three critical recovery functions.'®

The National Preparedness Report recognized that the recent release of the National Disaster
Recovery Framework (NDRF) is an important milestone in enhancing the national approach to
long-term recovery.'®” The National Disaster Recovery Framework defines how federal agencies
will more effectively organize and operate to promote effective recovery and support states, tribes,
and other jurisdictions affected by a disaster.'® Further, when FEMA reviewed state preparedness
reports to develop the National Preparedness Report, they found that two of the lowest priority
capabilities identified across state reports again fall within the Recovery mission area (Health and
Social Services and Natural and Cultural Resources). This result is due to the fact that states are
prioritizing other core capabilities over disaster recovery, according to this report.139 FEMA'’s
disaster recovery grant programs (Public Assistance, Individual Assistance and Hazard Mitigation)
provide grants to states and, through them, to sub-applicants for individual restoration projects
(buildings, vehicles, roads, etc.)‘m Other sections of this analysis have documented past work that
has identified challenges such as the lack sufficient numbers of trained and experienced staff at all

1.8, Government: Hurricane Sandy Rebuilding Strategy: Stronger Communities, A Resilient Region,
Recommendation #10, Washington, D.C.; Aug. 2013,

181 U.S. Govemment: Hurricane Sandy Rebuilding Strategy: Stronger Communities, A Resilient Region,
Recommendation #57, Washington, D.C.; Aug. 2013.

"%2.8. Department of Homeland Security. Federal Emergency Management Agency, National Preparedness Report,
Washington, D.C.; Mar. 30, 2012. Presidential Preparedness Directive 8 tasks DHS to prepare the National
Preparedness Report (NPR), an annual report summarizing the progress made toward building, sustaining, and
delivering the 31 core capabilities described in the National Preparedness Goal, The NPR also addresses several
reporting requirements from the Post-Katrina Emergency Management Reform Act of 2006.

"3 U.S. Department of Homeland Security. Federal Emergency Management Agency, National Preparedness Report,
Washington, D.C.; Mar. 30, 2012.
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56 Tbid,

157 Ibid.

%5 Tid.
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1018, Department of Homeland Security, Federal Emergency Management Agency, Public Assistance Applicant
Handbook, FEMA P-323, Washington, D.C.; March 2010.
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levels, and the lack of information and poor communication among FEMA, state, and local
personnel hampered projects.

DHS-0IG's Life-Cycle Audits

The DHS-OIG also recognized this state/local recovery capability problem and is moving toward a
‘Life-Cycle audit approach’ to better identify the source of problems and more targeted solutions.”®!
We support this effort between FEMA and the DHS-OIG to fix potential issues on the front-end of
the disaster grant process. The DHS-OIG is working with FEMA and expanding their audit efforts
on prevention and monitoring, including advising States, locals, tribes, etc., on proper contracting
and financial management controls.'*

According to the DHS-OIG, their office will perform 4 types of audits:

o Deployment audits to monitor FEMA’s immediate disaster response efforts

o Capacity audits to assess financial management infrastructure such as internal
controls and procurement processes grantees/subgrantees (i.e.: State, local, tribal,
etc.).

o Early-waming audits for early-detection of non-compliance with FEMA and Federal
policies.

o Close-out/completion audits, which are the DHS-OIG’s current process of after-the-
fact reviews of grantee and subgrantee spending.'*>

In addition to the body of audits and research that have quantified possible financial savings or cost
avoidance in FEMA disaster recovery business operations and programs, there are also several
recurring issues of FEMA performance and program efficiency that have non-financial
implications, but may have financial implications down the road.

Information Technology Management

The Post-Katrina Emergency Management Reform Act also strengthened FEMA by providing it
with new responsibilities, capabilities, and resources, including provisions to enhance information
technology (IT) management.'** Specifically, section 640 required FEMA to take steps to improve
and update its IT systems in coordination with the Department of Homeland Security’s (DHS) Chiel
Information Officer (CI0)."** As the full Committee stated, “IT systems play an integral role in
helping FEMA fulfill its mission, including efficiently tracking and monitoring a well-trained
agency’s disaster workforce, ensuring individual payments to disaster survivors are appropriately
served, and recovery projects are eligible as well as on-time and on-budget.”196 However, if they

¥! Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
éqﬂ;zg.r;, briefing by the Department of Homeland Security’s Office of Inspector General, April 28, 2014.
id.
" bid.
PP L. 109-295, Sec. 604.
% Ibid.
1% Senate Homeland Security and Governmental Affairs Committee, letter to The Honorable W. Craig Fugate,
Administrator, Federal Emergency Management Agency, May 28, 2014,
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are not properly managed, FEMA will struggle to do this.””” Moreover, reliable IT systems will

better enable FEMA to apply cutting-edge analytics and move the agency into a ‘data-driven’
disaster management organization.

Our review has identified some issues that remain a challenge and require additional attention.
FEMA has faced a number of challenges in IT management in recent years. In 2011, for example,
the DHS-OIG released a report that detailed a number of shortcomings, finding that the agency’s IT
systems did not effectively support disaster response and recovery activities."”® The DHS-OIG listed
the following key issues:

» Existing information technology systems did not support disaster response activities
effectively.

» FEMA did not have a comprehensive information technology strategic plan with clearly
defined goals and objectives or guidance for program office initiatives.

e FEMA has not completed its efforts to document the agency’s enterprise architecture.
Specifically, the office does not have a complete, documented inventory of its systems to
support disasters.

¢ FEMA program and field offices continue to develop information technology systems
independently of the office and have been slow to adopt the agency’s standard information
technology development approach.'®

The DHS-OIG report noted, “Without these critical elements, the agency is challenged to establish
an effective approach to modernize its information technology infrastructure and systems. As a
result, systems are not integrated, do not meet user requirements, and do not provide the
information technology capabilities agency personnel and its external partners need to carry out
disaster response and recovery operations in a timely or effective manner.”*

FEMA's Progress
FEMA has taken some steps to address these problems. For example, in line with recommendations

from the DHS OIG, the agency has developed a comprehensive IT strategic plan, and it has
established a comprehensive enterprise IT systems inventory.2®' The full Committee noted that
“FEMA has also hired a new Chief Information Officer (C10) who has worked to improve
coordination between FEMA headquarters and the regional offices, an effort he plans to
continue, "

Overall, the FEMA CFO pointed to $48 million in cost avoidance over the past 18 months, as part
of DHS’s Financial Modernization initiative.””® The FEMA CFO noted that stabilizing FEMA’s

Wy
Ibid.
% Department of Homeland Security, Office of Inspector General, The Federal Emergency Management Agency Faces
ggtallenges in Modernizing Information Technology, OIG-11-69, Washington, D.C.; Apr. 2011.
Tbid.
*° Tbid.
! Senate Homeland Security and Governmental Affairs Committee, letter to The Honorable W. Craig Fugate,
ﬁ%?ministrator, Federal Emergency Management Agency, May 28, 2014.
Tbid.
% Federal Emergency Management Agency, Strategic Priority 5: Achieve Business and Management Excellence,
briefing from FEMA Office of Chief Financial Officer to Senate Homeland Security and Governmental Affairs
Subcommittee on Disaster Recovery and Intergovernmental Affairs staff, Apr. 29,2014,
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core financial system (IFMIS) has been a priority.”* As a result of a ‘technology refresh,” FEMA’s
core financial system is now not at risk of shutdown and can be updated to meet new and
unexpected Treasury reporting requirements.””® In addition, FEMA now leverages automated
document systems to be paperless and support workflow electronically, instead of paper forms.
Other specific efficiencies in this area include the elimination of a costly and ineffective budget
system with an off-the-shelf system at about $60,000; the annual operating cost for the former
system was from $1-2 million, according to the FEMA CFQ.2¢

Another example of FEMA’s progress toward data-driven decision making, according to FEMA
officials, is FEMA’s development of a Force Planning Model to provide FEMA leadership with an
analytical method to frame policy.207 This tool for FEMA leadership is designed to right-size the
size and composition of a disaster workforce. FEMA’s Force Planning Model support FEMA’s
capability to respond to disasters by better identifying personnel staffing requirements as well as
training and equipment costs.”® This analysis will discuss FEMA’s Force Planning Model in
greater detail below.

Overall, the FEMA CFO points to $48 million in cost avoidance over the past 18 months, as part of
DHS’s Financial Modernization initiative. 2 The FEMA CFO noted that stabilizing FEMA’s core
financial system (IFMIS) has been a priority.”'" As a result of a ‘technology refresh,” FEMA’s core
financial system is now not at risk of shutdown and can be updated to meet new and unexpected
Treasury reporting requirements.”! In addition, FEMA now leverages automated document systems
to be paperless and support workflow electronically, instead of paper forms.>? Other specific
efficiencies in this area include the elimination of a costly and ineffective budget system with an
off-the-shelf system at about $60,000; the annual operating cost for the former system was from $1-
2 million, according to the FEMA CFQ

Recommendation

We encourage FEMA to prioritize its IT improvements as its systems play an integral role in
FEMA’s mission success. Having the requisite data is essential for planning purposes. Further,
GAO is planning a review of FEMAs IT systems conformance to provisions under the Post-Katrina

24 hid.
%5 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from FEMA Office of Chief Financial Officer, Apr. 29, 2014,
% Federal Emergency Management Agency, Strategic Priority 5: Achieve Business and Management Excellence,
briefing from FEMA Office of Chief Financial Officer to Senate Homeland Security and Governmental Affairs
Subcommittee on Disaster Recovery and Intergovernmental Affairs staff, Apr. 29, 2014
7 Federal Emergency Management Agency, FEMA Force Planning Executive Summary, June 2014; and FEMA
Disaster Workforce Model: Senate Staff Briefing, June 3, 2014,
%% Federal Emergency Management Agency, FEMA Force Planning Executive Summary, June 2014.
 Federal Emergency Management Agency, Strategic Priority 5: Achieve Business and Management Excellence,
briefing from FEMA Office of Chief Financial Officer to Senate Homeland Security and Governmental Affairs
Subcommittee on Disaster Recovery and Intergovernmental Affairs staff, Apr. 29,2014,
% Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
élﬂiabi.r;, briefing from FEMA Office of Chief Financial Officer, Apr. 29,2014,
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briefing from FEMA Office of Chief Financial Officer to Senate Homeland Security and Governmental Affairs
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Act. This GAO review should consider assessing the data quality and reliability in order to
efficiently and effectively support disaster management operations.

Administrative Costs are increasing under the Disaster Relief Fund (DRF)

FEMA’s administrative costs for disaster response and recovery have been increasing. In
September 2012, GAO reported that FEMA’s average administrative costs doubled from 9 to 18
percent during fiscal years 1989-2011, and these administrative cost percentages frequently
exceeded FEMA’s suggested teu'gets.214 According to GAO’s report, FEMA provided guidance for
administrative cost targets but does not assess how well the targets were achieved.?!* Examples of
administrative costs include the salary and travel costs for the disaster reserve workforce, rent and
security expenses associated with each FEMA Joint Field Offices facilities, supplies and
information technology support for JFQ staff.2'® According to FEMA officials, the agency's
administrative costs are primarily due to activities at JFOs; however, administrative costs can also
be incurred at FEMA regional offices, headquarters, and other locations.?!’

According to GAO:

e For small disaster declarations (total obligations of less than $50 million), the target range
for administrative costs is 12 percent to 20 percent; four out of every ten of these type of
disasters had administrative costs that exceeded 20 percent.”'®

¢ For medium disaster declarations (total obligations of $50 million to $500 million), the
target range for administrative costs is 9 percent to 15 percent; almost three out of every ten
had administrative costs that exceeded 15 percent.”'

e For large disaster declarations (total obligations greater than $500 million to $5 billion), the
target range for administrative costs is 8 percent to 12 percent; while over four out of every
ten of these type of disasters had administrative costs that exceeded 12 percent.220

According to GAQO’s 2012 report, while FEMA is working on actions to improve efficiencies in
delivering disaster assistance, the agency does not plan to set goals or track performance for
administrative costs.>! GAO concluded that “adopting administrative cost percentage goals and
measuring performance against these goals would help provide FEMA with additional assurance
that it is doing its utmost to deliver disaster assistance in an efficient manner.”*> In our interviews

M4U1.8. GAO, Federal Disaster Assistance: Improved Criteria Needed to Assess a Jurisdiction’s Capability to Respond
gllrsu;' tfggcover on Its Own, GAO-12-838, Washington, D.C.; Sept. 12,2012.

id.
16 1hiq,
27 Ibid. According to FEMA policy, Event Level 1 declarations—with projected obligations of $500 million to $5
biltion—have an administrative cost percentage target range of § percentto 12 percent of total obligations. Event Level
2 declarations—with projected total obligations from $50 million to $500 miilion—have a target range of 9 percent to
15 percent. Event Level 3 declarations— with projected obligations of less than $50 million—have a target range of 12
?ercent to 20 percent.

*® Ibid. GAO noted that they analyzed 409 small- sized declarations.

2% Ibid. GAO noted that they analyzed 111 medium-sized declarations.
20 1hid. GAO noted that they analyzed 19 large declarations. Two of the 19 large disaster declarations had projected
obligations over $5 billion, which is above the doliar range that FEMA uses to define large declarations. GAO included
them in the group of large declarations.
1 bid,
222 bid.
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of subject-matter experts in disaster management, one disaster management organization noted that
there are often inconsistencies in federal reimbursement decisions, which further burdens many
applicants as these costs can be substantial during the disaster recovery phase.223

GAO is currently working on a follow-up review of administrative costs incurred by states and their
subgrantees (localities and contractors) to determine the magnitude of these costs and the extent that
FEMA is working to control them.”* One of the underlying issues in the rise of administrative
costs is FEMAs ability to monitor and manage their data.™ GAO’s ongoing work will identify
FEMA's ability (and limitations) to use the extensive amounts of disaster recovery project
information.”

FEMA s Progress

Over the past several years, FEMA has focused on enhancing its overall fiscal stewardship of
disaster spending in order to reduce costs and improve efficiency in the Disaster Relief Fund (DRF).
The most significant management process that FEMA has instituted is the greater reliance of project
management “spend plans.”*’ According to the FEMA’s Chief Financial Officer, these spend plans
have improved the ability to estimate future resource needs.**® Program and financial components
work together to project monthly and yearly needs and evaluated results on a monthly basis.
These spend plans are also a key piece of FEMA’s monthly congressionally required DRF report of
actual and estimated costs.2

Other disaster management procedures FEMA identified include ‘right-time and ‘right-size’
funding and active management of contracts and mission assignments to match resource needs with
obligations. ' During the first 90 days of FEMA’s response to Superstorm Sandy, for example,
mission assignment costs were reduced from $1 billion to $500 million using these project
management techniques, according to the FEMA CFO.2? According to the FEMA CFO, FEMA
quickly began evaluating the obligated amounts vs. the actual need and began identifying and de-
obligating excess obligations during the first month and a half of the disaster.”*> As of February
2014 FEMA had returned approximately $511M with over $400M being returned within 6 months
of the declaration, according to the FEMA CFO.*** Also, analysis of administrative costs is being

2 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Qﬁairs, briefing from disaster management subject-matter expert, Feb. 21, 2014.
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2 1bid,
7% Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
gffairs, briefing from U.S. GAO officials, May, 6, 2014,
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 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
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! Federal Emergency Management Agency, Strategic Priority 5. Achieve Business and Management Excellence,
briefing from FEMA Office of Chief Financial Officer to Senate Homeland Security and Governmental Affairs
Subcommittee on Disaster Recovery and Intergovernmental Affairs staff, Apr. 29,2014,
2 genate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
{g‘fairs, briefing from FEMA Office of Chief Financial Officer, Apr. 29, 2014.
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performed to identify opportunities for cost management improvement, especially in terms of
information technology, use of physical space, and overtime.

Recommendation

We recognize FEMA’s efforts to further emphasize project management spend plans, and
encourage additional quality management best practices be put into use throughout the entire life of
an open disaster. We believe that FEMA could find additional cost efficiencies by identifying the
significant differences between planned project performance and costs versus ongoing project
performance and costs, as GAO’s 2012 report concluded. >

Need for Increased Transparency in Tracking Disaster Spending
FEMA maintains data systems including National Emergency Management Information System

(NEMIS) and the Emergency Management Mission Integrated Environment (EMMIE) that
manages all current and past disaster project information for the agency’s Public Assistance,
Individual Assistance, and Hazard Mitigation (HMGP) disaster grant progrfuns.237

It appears, however, that leveraging these information systems may still be limited. For example,
an April 2011 DHS-OIG audit concluded that FEMA’s existing technology systems do not support
disaster response activities effectively, noting “systems are not integrated, do not meet user
requirements, and do not provide the information technology capabilities that agency personnel and
external partners need to carry out disaster response and recovery operations in a timely or effective
manner.””® In addition, subject-matter experts from one organization we spoke with noted that
“while the tools are already in place at FEMA and serve important functions throughout the
recovery cycle, the data stored on these systems is not being fully leveraged to provide Federal,
state, and local personnel with the information they need to reduce risk and build greater resilience
in the wake of disaster,”>*

Moreover, FEMA is not the only federal agency that states, locals, tribes, territories and individuals
and businesses receive support from after a disaster. 1n April 2009, the Council of the Inspectors
General on Integrity and Efficiency (CIGIE) identified 240 eligible federal programs that may
provide assistance to affected individuals, states, localities, nonprofit organizations, businesses, and

5 Federal Emergency Management Agency, Strategic Priority 5: Achieve Business and Management Excellence,
briefing from FEMA Office of Chief Financial Officer to Senate Homeland Security and Governmental Affairs
Subcommittee on Disaster Recovery and Intergovernmental Affairs staff, Apr. 29, 2014.

*U.S. GAO, Federal Disaster Assistance: Improved Criteria Needed to Assess a Jurisdiction’s Capability to Respond
and Recover on Its Own, GAO-12-838, Washington, D.C.; Sept. 12, 2012.

7 The earliest is the Automated Disaster Assistance Management System (ADAMS), followed by the National
Emergency Management Information System (NEMIS) and the Emergency Management Mission Integrated
Environment (EMMIE); FEMA began the EMMIE pilot on select disasters between December 18, 2007, and July 14,
2008, and used it for all disasters starting with disaster declaration number 1778, declared on July 24, 2008. For more
information see Department of Homeland Security, Office of Inspector General, FEMA 's Process for Tracking Public
Assistance Insurance Requirements, O1G-12-18, Washington, D.C,; Dec. 16,2011.

5 Department of Homeland Security, Office of Inspector General, Federal Emergency Management Agency Faces
Challenges in Modernizing Information Technology, O1G-11-69, Washington, D.C.; April 2011.

9 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from disaster management subject-matter expert, Feb, 21,2014,



129

other public entities.2** In August 2013, the Sandy Rebuilding Strategy recommended improved
data sharing between federal agencies that administer disaster recovery programs in order to move
federal funds more quickly post-disaster.**! In particular, considering the Stafford Act’s duplication
of benefits requirements, the Sandy Task Force recommended the development of a platform for the
sharing of data between FEMA, the Small Business Administration (SBA), and the U.S.
Department of Housing and Urban Development (HUD) in order to assist CDBG-DR grantees by
more quickly and efficiently deploying funds to assist households and businesses with unmet
recovery needs.>*? In addition, the Recovery Accountability and Transparency Board testified at this
Subcommittee’s Sandy recovery hearing that there are multiple areas that could enhance reporting
that would lead to improved tracking and analyzing of disaster supplemental spending.w Those
areas include (1) consistent data definitions for place of performance, (2) edit checks of ZIP+4
codes, (3) a unique funding identifier, and (4) sub-recipient information.**

Recent IT Legislative Improvements
It is important to note here that legislation recently passed by Congress will have far-reaching

effects on federal agencies and hundreds of thousands of recipient of federal funds - grantees,
contractors, universities, nonprofits, states and localities. The Digital Accountability and
Transparency Act (DATA Act) gives agencies three years to implement a set of new reporting
requirements to track federal spending, but it will be unbelievably complex — requiring changes in
federal regulations, and in the written terms of every federal grant, contract and loan agreement of
$25,000 or more. % These changes will likely cascade to agreements between states and localities
with their subgrantees and subcontractors, as well. Initial reviews by experts on performance note
that this new law could be implemented effectively.**® There was virtually unanimous bipartisan
support for the legislation in Congress, as well as key support and involvement from internal and
external stakeholders to this issue. While the new law contains no dedicated funding, the
responsibility for implementation of the data collection and reporting is being placed in the
Department of Treasury where it can be integrated into the overall financial management
framework for the federal government.2*’ Treasury will integrate implementation into a broader
framework it is developing to follow the entire ‘life cycle of federal spending.’**®

#01.S. Department of Hometand Security, Office of Inspector General, Compendium of Disaster Assistance Programs,
01G-09-49, Washington, D.C.; Apr. 3,2009.
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Later: Examining the Ongoing Recovery From Hurricane Sandy,’ Washington, D.C.; Nov. 6, 2013,
** The Honorable Kathleen S. Tighe, Chairwoman, Recovery Accountability and Transparency Board, Response to
Questions for the Record, Subcommittee on Emergency Management, Intergovernmental Relations, and the District of
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This initiative builds on past work by the Government Accountability and Transparency Board. The

Board “has already begun to develop a roadmap to develop unique identification standards for each

transaction, focusing on grants and contracts --which account for one-third of total spending each
35249 curhi s -

year. One expert noted ‘while the opportunities for success are good, the real challenge will be

not to just comply with the law, but to actually act on its intent’ — to increase transparency, improve

performance, and change the culture in agencies,m

Recommendations

FEMA needs to continue to work with its partner agencies (such as SBA, HHS, HUD, etc.) and the
Recovery Board to identify additional transparency in its contracts and acquisition spending to both
Congress and the public. One potential fix is to have FEMA consider ways to better leverage
existing data that track both the applicants and properties that are at the highest risk. This should
involve breaking down "information silos" within FEMA that prevent information from being
shared across the agency to entities tasked with assisting the public. This may significantly reduce
costs in the short term, and also reduce long-term spending by identifying properties that incur the
highest recurring losses.

We recommend that FEMA recognizes their ability to use the historical disaster recovery data the
agency has collected should be a next-generation asset. This should be an effective tool for planning
and managing future disaster recovery operations such as, predicting the extent of communities’
needs for FEMA’s Individual Assistance (IA) and/or Public Assistance (PA) programs, and the
needed staffing to do a certain jobs, thus this is an opportunity for FEMA to capture greater
efficiency and improve performance. Using this past data more effectively can potentially save the
Agency taxpayer money in helping improve their planning efforts and make data-driven decisions.

We have observed that the DHS OIG does not currently have a data system that provides either
Congress or the general public with accurate records on the status of the implementation of open
recommendations.”*! For Congress to comprehensively perform its oversight functions it is
important that congressional subcommittees such as this one can monitor the results of DHS OIG
audit recommendations to verify that the recommended actions are being taken and, to the extent
possible, that the desired results are being achieved. Moreover, we view an agency’s accountability
and quality management as a larger system that relies on internal and external stakeholders
contribut% 5tz)oth directly and indirectly to ensure that FEMA’s products and services are efficient and
effective.

9 Ibid.

9 K amensky, John, Here's Why DATA Act Implementation May Be Successful, Government Executive, May 6, 2014.
! Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing by the Department of Homeland Security’s Office of Inspector General, May 29, 2014.

2 The general research on total quality management recognizes a “three-spheres” approach that encompasses quality
management, quality assurance, and quality control. For additional examples see

https://services.online, missouri.edu/exec/data/courses/2392/public/lesson0 1 /lessonf) | .aspx; or FEMA, Risk MAP
program Quality Assurance Management Plan process, http://www.fema.gov/risk-mapping-assessment-planning.
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FEMA'’s Secure Data Policy

In September 2013, FEMA developed a policy for secure data sharing.”® FEMA will share FEMA-
collected disaster assistance data (FEMA Recovery Data) with its “Trusted Partners’ in a secure and
expedient manner. > Sharing seeks to: (1) enhance partners’ abilities to make well-informed and
rapid decisions based upon sound data, and (2) enable the delivery of additional, non-federal
assistance to disaster survivors.2** FEMA Recovery Data may include Personally Identifiable
Information (PIT) and Sensitive Personally Identifiable Information (SPIN).**¢ As such, it will only
be shared as authorized by the Privacy Act and FEMA’s relevant public notice.”” FEMA will only
share PII with Trusted Partners when authorized by either the head of the Individual Assistance
Division or the Federal Coordinating Officer, as part of a disaster operation,zs 8

While we recognize the need for increased transparency in tracking disaster spending—as discussed
above—we reviewed FEMAs current data sharing policy and has voiced concerns. We recognize
that sharing data with State, Tribal, and certain other quasi-governmental entities is a necessary
mechanism to preventing fraud, waste, and abuse, and support FEMA in that effort. We also we
also recognize that such efficiencies can be captured through additional inter-departmental and
intergovernmental data sharing. This Congress expects FEMA will share information with State and
Tribal governments, as expressed in section 408(f)(2) of the Stafford Act, to ensure that all
necessary State or Tribal aid is provided to the disaster survivor.”*® However, we believe that
individuals’ civil liberties and privacy rights are also paramount, and are thus concerned that current
FEMA policy and procedures do not provide disaster survivors with a full and complete
understanding of the ways in which FEMA will use and share personal information about them. We
believe it is unreasonable for a disaster survivor to have to contact FEMA and wade through
government bureaucracy for a full explanation of how their personal information could be used.

Recommendation

We believe that FEMA should immediately provide an option for disaster survivors to opt-out of
their data being shared with organizations and entities beyond those clearly identified in the
Stafford Act section 408(f)(2). In addition, FEMA should provide clear guidelines to the public on
how the information is being distributed to the third-party entities.

53 Federal Emergency Management Agency, Recovery Policy 9420.1. Secure Data Sharing, Washington, D.C.; Sep. 9,
2013.
4 According to FEMA Recovery Policy 9420.1, ‘Trusted Partners’ is defined as: Any governmental or non-
governmental entity described and defined in Routine Uses (H), CT), or, in certain instances, (F) of the Disaster
Recovery Assistance System of Records Notice. This policy breaks down Trusted Partners into the following groups: a)
Other Federal Agencies, b) State and Tribal government, ¢} Local governments and Voluntary Organizations, d) Utility
Companies, Hospitals, and Health Care Providers, e) Voluntary organizations able to provide durable medical equipment
or assistive technology, f) Other entities able to provide durable medical equipment or assistive technology, and
§)§ I;);i"éate sector businesses that employ disaster survivors.

1d.
€ Thid,
7 tbid.
8 FEMA Recovery Policy 9420.1.
2% Subcommittee on Emergency Management, Intergovernmental Relations, and the District of Columbia,
correspondence to The Honorable W. Craig Fugate Administrator, Federal Emergency Management Agency, Feb. 7,
2014.
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Disaster Declaration Criteria

In September 2012, GAO found that FEMA primarily relied on a single metric to determine
whether to recommend to the President that a jurisdiction receive public assistance (PA) funding:
the per capita dollar amount of damage for a state, since it was created in 1986.%* GAO noted that
this per capita indicator does not reflect the rise in (1) per capita personal income or (2) inflation
from 1986 to 1999.%! GAQ’s analysis of FEMA’s anticipated obligations for 508 declarations with
PA during fiscal years 2004-2011 shows that either 44 percent or 25 percent may not have met the
indicator if it had been adjusted for increases in personal income and inflation since 1986 —
depending on whether one updates per capita personal income or inflation.”®* In May 2012, the
DHS Office of Inspector General reached a similar conclusion based on its a.nalysis.263

In GAO’s 2012 study, they identified other measures of fiscal capacity, such as total taxable
resources, that could be more useful in determining a jurisdiction’s ability to pay for damages to
public structures.”® GAO recommended that FEMA develop a methodology that provides a more
comprehensive assessment of a jurisdiction’s capability to respond to and recover from a disaster
without federal assistance.2% This should include one or more measures of a jurisdiction’s fiscal
capacity, and consideration of the jurisdiction’s response and recovery capabilities; if FEMA
continues to use the existing per capita damage indicator, it should adjust the indicator for
inflation.*

However, simply adjusting the single per capita income threshold that FEMA now uses does not
consider variations from state to state of states’ capability to respond and recover. For example, as
GAO reported in 2001 and in 2012, per capita personal income is a relatively poor indicator of a
jurisdiction’s fiscal capacity because it does not comprehensively measure all income potentially
subject to jurisdiction taxation and is not necessarily indicative of jurisdiction or local capability to
respond effectively without federal assistance. ¢’

In addition, an adjustment per capita damage indicator would also not adequately take into account
unique needs and higher transportation costs to perform response and recovery activities, due to the
remote distances as well as physical and seasonal challenges.m3 This is especially a challenge for
states and territories outside of the Lower 48.2% The DHS-OIG recently identified this issue in their

% GAO: Federal Disaster Assistance: Improved Criteria Needed to Assess a Jurisdiction’s Capability to Respond and
Elecoyer on Its Own, GAQ-12-838, Washington, D.C.; Sept. 12,2012,
215
%% Department of Homeland Security, Office of Inspector General, Opportunities to Improve FEMA s Public Assistance
Preliminary Damage Assessment Process, OIG-12-709, Washington, D.C.; May 2, 2012.
2 GAO-12-838, ‘Washington, D.C.; Sept. 12,2012.
5 Thid,
2 Ibid.
7 GAO: Disaster Assistance: Improvement Needed in Disaster Declaration Criteria and Eligibility Assurance
Procedures, GAQ-01-837; Washington, D.C.: Aug 31, 2001; and Federal Disaster Assistance: Improved Criteria
Needed to Assess a Jurisdiction’s Capability to Respond and Recover on Its Own, GAO-12-838, Washington, D.C.;
Sept. 12, 2012,
268 Martin, Stephanie, Mary Killorin and Steve Colt, Fuel Costs, Migration, and Community Viability, Institute of Social
and Economic Research, University of Alaska Anchorage, May 12, 2008; William D. Berry, Richard C. Fording and
Russell L. Hanson, dn Annual Cost of Living Index for the American States, 1960-1995, The Journal of Politics, Vol.
g%, No. 2 pp. 550-567, May, 2000; also see http://cost-of-living.findthebest.com.

Ibid.
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June 2014 audit of FEMA’s response to the Disaster in Galena, Alaska’™® The DHS-0IG
recognized the additional challenges to providing cost-effective ways to provide disaster response
and recovery services to “nontraditional, remote, and inaccessible communities.”*”" In addition,
earlier GAO work has similarly identified these inequities in the variations between states in costs
of providing program services, such as the formula currently used to distribute Health and Human
Services’ substance abuse grants.2”? Further, we also recognize that there is dissention within the
emergency management community as to whether the current damage indicator is the best measure
of a State’s ability to recover without disaster assistance. All of these concems could be addressed
through a full, open discussion by Congress.

Revise and Clarify Disaster Recovery Policies and Guidance: The “50 Percent Rule” Case Study
The DHS-OIG’s 2013 report specifically called out problems in properly applying FEMA’s 50
Percent Rule in determining whether to repair or replace a damaged facility.”” Federal
requirements (under the Code of Federal Regulations [CFR]) and FEMA guidelines pertaining to
the 50 Percent Rule stipulates:
“d facility is considered repairable when the disaster damages do not exceed 50 percent of
the cost of replacing the facility to its pre-disaster condition, and il is feasible to repair the
Sfacility so that it can perform the function for which it was being used as well as it did
immediately prior to the disaster. If a damaged facility is not repairable, approved
restorative work may include replacement of the facility.”*™

The complexities of applying the 50 Percent Rule and a lack of adequate policies and procedures,
incorrect replacement decisions cost FEMA millions of dollars, according to the DHS-OIG.?" For
example, the DHS-OIG’s May 2013 report found that FEMA misapplied the 50 Percent Rule to
determine project eligibility and replaced damaged facilities.’® The 50 Percent Rule states that a
facility is generally “eligible for replacement when the estimated repair cost exceeds 50 percent of
the estimated replacement cost.”®”’ In two of the instances when FEMA misapplied the 50 Percent
Rule, FEMA relied on inaccurate documentation that the subgrantee provided.”” In one example,

7 Department of Homeland Security, Office of Inspector General, FEMA's Response to the Disaster in Galena, Alaska,
0IG-14-106-D, Washington, D.C.; June 17,2014,
7' Ibid.
2 GAO, Maternal and Child Health: Block Grant Funds Should Be Distributed More Equitably, HRD-92-5:
Washington, D.C.: Apr 2, 1992; and Worker and Family Assistance: Older Americans Act Funding Formula, HEHS-
96-137R: Washington, D.C.: Apr 24, 1996. Also see CRS, Substance Abuse and Mental Health Services
Administration (SAMHSA): Agency Overview and Reauthorization Issues, R41477, Washington, D.C.; Nov 4, 2010.
CRS notes that the SAMSA formula for calculating a state’s block grant allocations takes into account three measures:
(1) the population-at-risk in the state; (2) the costs of services in the state; and (3) the fiscal capacity of the state (PHSA
Secs. 1918 and 1933).
7 According to Federal regulation 44 CFR 206.226(f)(1), *A facility is considered repairable when disaster damages dc¢
not exceed 50 percent of the cost of replacing a facility . . . . FEMA refers to this regulation as the ‘50 Percent Rule’
and implements it according to its Disaster Assistance Policy 9524.4. This policy provides the decision-making tool to
determine whether FEMA should fund the repair or replacement of a disaster-damaged facility.
7 44 CFR 206.226(H(1)-(2).
»ys. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2012 FEMA Public
ga;sli{)\"tgnce and Hazard Mitigation Grant and Subgrant Audits, O1G-13-90, Washington, D.C.; May 2013.

id.
7 Ibid.
78 tbid.
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the DHS-OIG identified $10.2 million as ineligible, as FEMA officials used incorrect square
footage because using calculations provided by the school district that did not account for codes and
standards.?”

The DHS-OIG concluded that FEMA needs to ensure that PA and HMGP applicants spend Federal
funds only on eligible proj ects.”®* In making project decisions that require careful calculations to
determine project eligibility, the DHS-OIG found that FEMA and grantee officials should verify
itemized costs and benefits needed to correctly implement FEMA calculation tools, such as the Cost
Estimating Format and Benefit/Cost Analysis.”! Further, the DHS-OIG recommended in 2013 that
FEMA strengthen and clarify its disaster grant program policies and take steps to ensure that they
are applied consistently in the field.2*2 The DHS-OIG also recommended in their 2013 report that
FEMA should also identify and help close gaps inhibiting effective disaster grant and subgrant
management, and oversee grantees and subgrantees to ensure that they follow laws, regulations, and
policies throughout the life of the projects. **> FEMA agreed with the recommendations and stated it
needs to develop improved policies, procedures, preparation and review standards, and training
programs to prevent the misapplication of the 50 Percent Rule, and ensure more consistent
application across all FEMA Regions.?*

The DHS-OIG noted in its FY2013 management challenges report that FEMA agreed that the
agency’s current 50 Percent Rule policy and its implementation need significant revisions, and
concurred that the DHS-OIG’s audit observations showed the need for better policy, training, and
oversight to prevent the misapplication of the 50 Percent Rule.?*

According to subject-matter experts we spoke to, the 50 percent rule can have a significant impact
on whether communities incorporate resilience into disaster recovery projects, since hazard
mitigation and community resilience efforts are mostly performed as part of disaster recovery from
a specific event rather than pre-disaster mitigation.?®® But as the length of disaster recovery slowly
progresses, there is increasing pressure to rebuild to pre-disaster conditions rather than build back to
withstand future events.”®’

77 1bid.
2 1bid.
) Tbid.
2 1hid.
% bid,
24 1bid.
#5J.8. Department of Homeland Security, Office of the Inspector General, Major Management and Performance
Challenges Facing the Department of Homeland Security, 01G-14-17, Dec. 2013.
¢ Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
{gi;eg}';, briefing from disaster management subject-matter experts, Jan. 13, 2014; Feb, 21,2014,
1d.
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FEMA s Progress
We discussed this with FEMA officials, who noted that their Recovery Directorate is reviewing all

of its disaster recovery policies and guidance on a 3-year review cycle. 2 The goal is to develop
and maintain a consolidated guidance that ensures greater consistency across its disaster recovery
policies as well as policies that ensure a more consistent implementation by FEMA regions and its
disaster recovery workforce.®* FEMA’s Team (in)Sure! project team has analyzed the DHS-OIG’s
audits and findings to identify a number of root causes for these cost estimates, such as inconsistent
estimation methodology or the inclusion improper elements in a cost calculation, and
inconsistencies internal oversight and review.”® Another root cause FEMA identified was
inconsistent consideration of floodplain management regulations and local building codes and
standards.”®' FEMA officials noted that a critical part of improving FEMA performance is a
function of FEMA’s workforce quality; that the disaster recovery workforce has the proper
qualifications and is up to date on training.””* According to FEMA officials, they estimate a
completed draft policy in 2014 that will be available for leadership review.”

Recommendations

FEMA should explore the possibility of additional quality management steps such as preapproving
project plans where possible. We believe that this could enhance the readiness of the rebuilding
effort so that when a disaster occurs, the available mitigation funding may be dispersed more
quickly to pre-approved projects. This step could reduce administrative and planning costs for
jurisdictions, expedite the flow of mitigation funding after a disaster, and ultimately reduce the
workload on FEMA personnel in the period after a disaster occurs. In addition, we encourage
FEMA to further review and streamline all its policies and guidance. Further, as FEMA goes
through its reviews, it needs to coordinate these revisions in concert with training program develop
needs, as well as coordinate these revisions in concert with the development of grantee/subgrantee
outreach strategies and program.

’wr — LY g 34

FEMA’s goal of ‘instituting workforce enhancement that will ensure FEMA employees are fully
trained and equipped to perform their mission® was identified by FEMA senior leadership in
December 2009 as one of three long-term priorities for the agency.?* Based on this, FEMA
leadership established five priorities designed to address the Agency’s current and future
challenges, which were articulated in the Administrator’s Statement of Intent for FY 2012 - 2016.%°
Among these five priorities,

%8 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from FEMA officials, May 8, 2014; site visits and interviews per November 6th EMDC Subcommittee
lzzegaring: ‘One Year Later: Examining the Ongoing Recovery from Hurricane Sandy,” Washington, D.C.; Oct. 31, 2013,
ibid.
20 hid.
2! tbid.
22 hid.
5 1bid.
4 Department of Homeland Security, Federal Emergency Management Agency: FEMA Strategic Plan: Fiscal Years
229(5)1 1~§014, FEMA P-806, Washington, D.C.; Feb. 2011.
Ibid.
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“FEMA must build, sustain, and improve its workforce and develop its current and future
leadership. People are the backbone of any organization and FEMA is no exception. FEMA
staff must have the tools they need to accomplish the mission. FEMA's ability to develop its
workforce is the single most important driver of the Agency’s future success 296

Under the Stafford Act, FEMA has the authority to augment its permanent full-time staff with
temporary personnel when needed, without regard to the appointment and compensation provisions
governing Title 5 appointments of permanent full-time staff.”’ In April 2012, GAO reviewed
FEMA’s workforce planning and training efforts.”*® GAO noted that permanent full-time employees
manage FEMA'’s day-to-day activities, and a portion of these employees are expected to deploy
when a disaster is declared.”” In addition to permanent FEMA employees FEMA also employs
intermittent, on-call employees, now called Reservists. As of April 2014, there are over 6,100
Reservists, who comprise the largest portion of the disaster workforce; in addition, FEMA employs
over 3,000 full-time positions for two to four-years, as part of their Cadre of On-Call
Response/Recovery Employees (CORE).:‘00 All are activated to perform disaster activities directly
related to specific disasters, emergencies, projects, or activities of a non-continuous nature.*"!

Workforce Issues Also Found in Recent Recovery Efforts

As aresult of this Subcommittee’s review of Hurricane Sandy recovery efforts, this Subcommittee
received numerous reports of a lack of continuity of FEMA officials in the field, which led to
inconsistency in FEMA policy interpretation and re-work, thus resulting in a slower disaster
recovery.’”? In the review of the recovery from Superstorm Sandy, this Subcommittee heard mixed
reviews for FEMA’s workforce in managing Sandy response and recovery efforts.

State and local officials did acknowledge that there was an improvement in the federal efforts
during the immediate response compared to previous disasters.’” There also appeared to be a
coordinated response between FEMA, states and locals, especially the advanced integration of
FEMA officials who were all FEMA’s top-tier people--many of whom had long-standing
relationships with NY and NJ State and local officials.** However, these state and local officials
also noted a lack of continuity of FEMA officials during the recovery process that led to

% Department of Homeland Security, Federal Emergency Management Agency: FEMA Strategic Plan: Fiscal Years
2011-2014, FEMA P-806, Washington, D.C.; Feb. 2011.
722 U.S.C. § 5149(b)(1). Under the provisions of Title 5 governing appointments in competitive service, recruitment
of candidates is based on merit where selection is made after a fair and open competition assuring equal opportunity.
The candidates are selected based on an application, interview process, and/or examination.
8 U.S. GAQ, Federal Emergency Management Agency: Workforce Planning and Training Could Be Enhanced by
g;lgclogtz;oratingStrategic Management Principles, GAO-12-487. Apr. 26,2012.
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3% Ibid,
3% Ihid.
*” Senate Subcommittee on Emergency Management, Intergovernmental Relations and the District of Columbia, Staff
Memo for November 6th EMDC Subcommittee hearing: ‘One Year Later: Examining the Ongoing Recovery from
g—l{;u;'lr’{gane Sandy,” Washington, D.C.; Oct. 31,2013.
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inconsistency in FEMA policy interpretation and duplicaﬁon.305 This was a common criticism of
state and local officials working with federal recovery officials.**

Similarly, the full Senate Homeland Security and Governmental Affairs committee (HSGAC)
hearing in March 2013°Y also noted issues including: (1) frequent turnover of FEMA personnel
without sufficient transition periods for their replacements resulted in Federal officials who gave
conflicting policy guidance, (2) FEMA officials from other parts of the country were not locally-
known and did not have good working relationship or a practical working knowledge of the areas
they were serving, and (3) rework that supersedes earlier decisions on assignments and recovery
projec;tsB.;g8 These issues also arose in the response to the 2013 Yukon River flooding in Galena,
Alaska.

Such issues of FEMA bureaucracy have been repeated time and again, going back to Hurricane
Katrina response and before. For example, the fiscal year 2009 Senate appropriations report noted
its concern that the agency was too reliant on temporary employees for its disaster recovery
projects, creating a “lack of consistent decision-making and lack of reliable information for State
and local governments.” 319 The Senate report cited “constant turnover in FEMA personnel results
in poor transitions of project management from one individual to the next, and frequent overturning
of previous decisions relied upon by local communities to make funding and planning decisions, !
The Appropriations Committee believed that such FEMA recovery employees—both permanent and
reservists—would strongly benefit from training on FEMA policy and regulations to increase the
consistency of their decision-making.’?

Reports from other states and other disasters confirm these observations. The following 2010
article®™? distills these oft-described challenges during the disaster recovery process:

“...dn the wake of serious disasters, FEMA will initially deploy a cadre of disaster assistance
reservists to help local officials take a first cut at establishing long-range recovery strategies and
needs. They come in for two weeks and meet with local players. And then they leave, and someone
else comes in and looks at paperwork and says, ‘Oh no, that’s not right.’ It s very frustrating for
local officials, and it’s one of the reasons that some disasters drag as long as they do. Everyone

% Ihid.
3% Senate Subcommittee on Emergency Management, Intergovernmental Relations and the District of Columbia, Staff
Memo for November 6th EMDC Subcommittee hearing: ‘One Year Later: Examining the Ongoing Recovery from
Hurricane Sandy,” Washington, D.C.; Oct. 31,2013.
%7178, Senate, Committee on Homeland Security and Governmental Affairs, Hurricane Sandy: Getting the Recovery
Right and the Value of Mitigation, March 20, 2013; and Subcommittee on Emergency Management, Intergovernmental
Relations, and the District of Columbia, Of the U.S. Senate Committee on Homeland Security and Governmental
Affairs, One Year Later: Examining The Ongoing Recovery From Hurricane Sandy, Washington, D.C.; Nov,
6,2013.
5% Tbid.
%% Federal Emergency Management Agency, Alaska Flooding (DR-4122).
*191J.S, Senate, Committee on Appropriations, Department Of Homeland Security Appropriations
g}lh}gw, 110th Congress, 2nd Session, Report 110-396, Washington, D.C.; June 2008.
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seems to have a story where FEMA circled back and said, ‘Oops, there is something you missed
here, do not pass go/[.] Set

An additional effect of these workforce challenges can be the lack of consistent application of
FEMA’s recovery policies. For example, this Subcommittee has heard that FEMA leadership may
emphasize mitigation (Sec 404) in recovery projects, but field staff was reluctant to implement this
option under the Stafford Act.*!* This has been a theme throughout its review of Sandy recovery
and our ongoing discussions with subject-matter experts.>1®

Historically, FEMA’s workforce has been a challenge for the agency, an area often-identified by
congressional committees in the aftermath of Hurricane Katrina. For example, a 2009 Senate report
found in the years preceding Hurricane Katrina FEMA had operated with a 15 to 20 percent
vacancy rate; many positions cannot be filled because of budget shortages.’ 7 The report concluded
‘Having enough qualified people to work in a disaster is a necessity for an effective response.
FEMA'’s current surge-workforce system is plagued with problems that impeded the response.
In 2009, Congressional appropriators recognized FEMA’s post-Katrina efforts which doubled the
agency’s full-time equivalent positions.®™ Similarly, these issues were also identified by the
Partnership for Public Service, who noted that FEMA had experienced years of plummeting
workforce morale before the tragic consequences of Hurricane Katrina exposed its lack of
operational capacity.320 We recognize that FEMA’s missions, program outcomes are customer-
focused and require a workforce skilled, trained and focused on such external outcomes.

»318

FEMA's Progress

o FEMA Qualifications System (FOS)--Under the Post-Katrina Act, FEMA is responsible for
developing standards for deployment capabilities including credentialing of personnel likely to
respond to natural disasters, acts of terrorism, and other man-made disasters.””' In response,
FEMA is implementing its FEMA Qualifications Systems (FQS) to credential all employees in
incident management or support positions.”‘2 The goal of FQS is simple, to put the right people
in the right job, ensuring that each employee must meet certain skills, credentials, experience
and is up-to-date on needed training. FEMA’s 2011-2014 strategic plan identified as one of its

* Ihid.
*'5 Senate Subcommittee on Emergency Management, Intergovernmental Relations and the District of Columbia, site
visits and interviews per November 6th EMDC Subcommittee hearing: ‘One Year Later: Examining the Ongoing
ﬁscgv:lzry from Hurricane Sandy,’ Washington, D.C.; Oct. 31, 2013,
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D.C.; Feb. 2009.
*'% Note: This issue was identified by congressional committees following Hurricane Katrina by the Ad Hoc
Subcommittee on Disaster Recovery (Recommendation #5 Point #2: FEMA should have a well-trained catastrophic
disaster reserve workforce - S Prt 111-7 February 2009), as well as the House Select Bipartisan Committee final report.
*U.S. Senate, Committee on Appropriations, Department Of Homeland Security Appropriations
Bill, 2009, 110® Congress, 2™ Session, Report 110-396, Washington, D.C.; June 2008,
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five key outcomes: ‘Implement a performance-based qualification requirements system for all
FEMA personnel participating in disaster response and recovery activities and a dynamic
readiness measurement system for FEMA teams and deployable assets.”2® According to
FEMA’s FQS guidebook, the goal of the system is to standardize the qualifications for positions
across the Agency so that an employee who is qualified to perform in a given disaster position
in one FEMA Region will be prepared to perform in the same position in another Region,**

In May 2012, GAO reviewed the FEMA Qualification System (FQS), and found management
controls and training could be strengthened.325 The GAO report noted that FEMA has taken
steps to enhance its management of the agency’s Reservists program, such as through the
establishment of its FQS credentialing program.326 This report further went on to recommend
ways that FEMA’s human capital controls could be strengthened, as FEMA’s regional managers
are responsible for hiring, but at that time FEMA did not have established hiring criteria and hac
limited salary criteria.’?’ In addition, Reservists’ training was not consistent with key attributes
of effective training and development programs.’?® For example, GAOQ identified the lack of a
staff training plan which, at that time, FEMA did not have such a plan although this was an FQS
requirements.’” At the time of GAO’s review FEMA had announced plans to transform the
program > As FEMA’s effort was still in the early stages, it was too soon for GAQ to fully
evaluate the effectiveness of FEMA's planned actions.' When DHS-OIG officials briefed
HSGAC and EMDC staff in September 2013, they noted that their review of FEMA’s FQS
system, the DHS-OIG found that FEMA’s personnel performance evaluation system was not yet
linked to the FQS system in a way that would enable FEMA managers to appropriately assign
high-performing staff to meet the needs of a given disaster.***

We met with FEMA officials in charge of managing the disaster workforce in order to identify
the agency’s efforts to address what FEMA refers to as ‘cadre management.”*>> FEMA officials
noted that cadre management is a higher priority and is now a full-time responsibility under
FEMA’s Response and Recovery office** FEMA officials stated that the newly-designed
processes in their office enhance their ability to ensure that sufficient disaster staff is available,
are appropriately and adequately educated, and trained, to effectively perform their functions,
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0.8, GAO, Disaster Assistance Workforce: FEMA Could Enhance Human Capital Management and Training,
GAQO-12-538, Washington, D.C.; Jun. 1, 2012,

26 Ibid.

27 Ibid.

25 Tbid.

32 Thid,

0 Thid.

1 1hid.

2 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing by DHS-OIG staff, Sept. 29, 2013.

%33 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental

Qdffairs, briefing by the FEMA Office of Response and Recovery officials, April 28, 2014.
Ibid.



140

and ensure workforce competencies are maintained, sustained, aligned, and focused.?®
According to FEMA officials, these efforts have reduced overtime costs by about 50 percent.336

FEMA’s focus on is currently reflected in the agency’s 2014-2018 strategic plan, under the
priority “Strengthen FEMA’s Organizational Foundation.®* Specifically, this strategic plan
recognizes the need to “Build, manage, and strengthen the FEMA workforce” as one of its key
objectives.33 8

e FEMA’s ‘Force Planning’ Analyses--Further, FEMA officials are also focusing their efforts on
‘workforce stabilization’ to change the ratio of leaders, supervisors and specialists that are
deployed to a disaster.*® According to FEMA officials, their objective will be to increase the
use of FEMA Corps teams, and greater shift the distribution of employee types across
supervisory, management and specialists positions.*** FEMA workforce data provided to this
Subcommittee showed that the average composition of a disaster deployment has changed since

For example, whereas the average disaster field office was composed of 36% of Chief and

Directors, that percentage was 8% in 2013 disasters.>* The composition of disaster Specialists

have gone from 7% in 2011 to 66% in 2013.*** Moreover, the composition of these
specialists are made up of a lesser percentage of temporary Reservists, and a larger percent of
Cadre of On-Call Response/Recovery Employees (CORE), who are full-time FEMA staff hired
to work for a specific, limited period, between two to four years.*** According to FEMA
officials, these CORE employees are also making up a larger percentage of Chief, Directors and
Managers at disasters.**® Further, FEMA’s goal under their Workforce Stabilization program is
to reduce the overall costs, even while increasing the overall size of the disaster workforce. 346
Accordigg7 to FEMA'’s analysis, the agency would reduce its average hourly rate by almost 23
percent.

Much of FEMA’s disaster workforce improvements come from new planning tools available to
FEMA leadership designed to sufficiently staff the number and composition of a disaster

*% Ibid.
% Ibid.
*7 Department of Homeland Security, Federal Emergency Management Agency: FEMA Strategic Plan: Fiscal Years
2014-2018, Washington, D.C.; July 2014.
358 Ibid.
%9 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
ﬁoffairs, briefing by the FEMA Office of Response and Recovery officials, April 28, 2014,

Ibid.
3 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergoverumental
él}szairs, briefing by the FEMA Office of Response and Recovery officials, April 28, 2014.

Ibid

> Ibid.
344 Federal Emergency Management Agency, FEMA Force Planning Executive Summary, June 2014; and FEMA
Disaster Workforce Model: Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery
zt;dlgpdtergovenunental Affairs, briefing by FEMA, June 3, 2014.

id.
3% Federal Emergency Management Agency, FEMA Force Planning Executive Summary, June 2014; and FEMA
Disaster Workforce Mode!: Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery
and Intergovernmental Affairs, briefing by FEMA, June 3, 2014,
*¥7 Federal Emergency Management Agency, FEMA Force Planning Executive Summary, June 2014.
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workforce, according to FEMA officials.**®* FEMA developed a Force Planning Model to
provide FEMA leadership with an analytical method to frame policy.3 49 Gives FEMA the
capability to respond to disasters but also plan for personnel staffing requirements as well as
training and equipment costs, according to FEMA.**® According to FEMA, the Force Planning
Model is statistically valid and grounded in 11 years of experience and data that will help serve
as a foundation to studies such as FEMA s Strategic Workforce Planning Initiative and
Congressional inquiries. " The model identifies FEMA’s personnel needs with four disaster
level events in descending order of severity resulting in personnel numbers required for FEMA
to adequately respond to the projected event.**> Thus, FEMA’s workforce planning assumptions
estimates that the agency’s size should be able to annually respond to:

® One Level I Katrina event

o Three Level I events; two of which are concurrent

o 28 Level Il events; 20 of which are concurrent

o 70 Level III events with the capability to support 30 Level I1I teams®*

According to FEMA, their model then quantifies these 4 levels of event severity based on
FEMA’s historical from 1998 through 2008.>** FEMA analysis further identified six factors that
are the most relevant in determining the number of resources FEMA used in responding to
disasters:

¢ people displaced;
square miles affected;
staff deployed;
the number of Individual and Household Program awards;
the number of mitigation projects; and
the number of public assistance projects.
The model used historical data from FEMA’s Enterprise Data Warehouse and the Automated
Deployment Database (ADD).**® Joint Field Office (JFO) staff and various FEMA divisional
staff leads provided additional data validation and verification.**’

355

Further, FEMA officials with whom we spoke with also noted that during FEMA’s response to
Superstorm Sandy they contracted with Alabama state emergency management office to leverage
this state agency’s manpower and expertise to perform disaster recovery missions in New York.>*®
This innovative effort leverages the capabilities that states and FEMA’s preparedness grants have
built, not unlike how FEMA deploys skilled teams under the Urban Search and Rescue program

4% 1bid.
> Ibid.
%0 Federal Emergency Management Agency, FEMA Force Planning Executive Summary, June 2014; and FEMA
Disaster Workforce Model: Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery
gisx}d Intergovernmental Affairs, briefing by FEMA, June 3, 2014.
Ibid.
*2 hid.
z? Federal Emergency Management Agency, FEMA Disaster Workforce Model: Senate Staff Briefing, June 3, 2014.
T
Ibid.
3 Federal Emergency Management Agency, FEMA Force Planning Executive Summary, June 2014.
356 .
Ibid.
*7 Ibid.
%% Federal Emergency Management Agency, FEMA Disaster Workforce Model: Senate Staff Briefing, June 3, 2014
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(USAR),**? or through the Emergency Management Assistance Compact (widely known as
“EMAC”).’® We are encouraged by the efficient and effective use of these existing national
capabilities, and suggests that FEMA further assess the advantages and limitation of expanding this
arrangement.

Better Training Needed to Increase Efficiency and Performance
Better training across FEMA and at all levels could significantly save federal disaster expenditures.

Prior to the establishment of FQS, GAO examined FEMA personnel challenges.361 For example, in
April 2012, GAO found that, while FEMA leadership is committed to effective workforce plans anc
training, it has not established specific long-term goals such as integrating agency-wide training
efforts, and had not developed processes to systematically collect and analyze agency-wide
workforce and training data’®? This report noted that FEMA was taking steps to integrate its
workforce planning and training efforts across the agency consistent with critical success factors for
strategic workforce management,>*® The April 2012 report noted, for example, that FEMA’s
leadership had demonstrated commitment to effectively plan for and train its workforce, although at
that time it had not yet established specific long-term goals for these efforts.>** GAO concluded that
such goals and metrics would help ensure accountability for FEMA’s workforce planning and
training.*®

A GAO report in March 2013 identified some ongoing challenges to FEMA reservist training
practices.*®® The report noted that FEMA had modified its training policies to now allow up to two
weeks of Reservist training outside of deployments under the new Reservist program (FQS) since
the start of fiscal year 2013.3 But, the report also notes that factors such as the way in which
FEMA funds its disaster program through the Disaster Relief Fund (DRF) have limited the agency’s
ability to train its Reservists in advance of deployments to disasters. Under FEMA’s new Reservist
program, Reservists are allowed to train at the Emergency Management Institute and in their homes
(i.e.: web-based courses) during those times between disaster deployments.**® FEMA officials
acknowledged that having certain training courses take place in the midst of a disaster may not be
feasible, such as intermediate- and advanced-level training.**® This GAO review found that SBA,
the Forest Service, and the Coast Guard each train their reservists in advance of deploying these

%% Section 634, P.L. 109-295, 120 Stat. 1421, 6 U.S.C. 722.
PP L. 104-321.
$1U.8. GAO, Federal Emergency Management Agency: Workforce Planning and Training Could Be Fnhanced by
Incorporating Strategic Management Principles, GAO-12-487; Washington, D.C.; Apr 26,2012; U.S. GAO, FEMA
Reservists: Training Could Benefit from Examination of Practices at Other Agencies,
GAO-13-250R; Washington, D.C.; Apr 22, 2013.
%2U.S. GAO, Federal Emergency Management Agency: Workforce Planning and Training Could Be Enhanced by
{glgcarporaling Strategic Management Principles, GAO-12-487, Washington, D.C.; Apr 26, 2012,
Ibid.
% Ibid.
3% Tbid,
3% U.S. GAO, FEMA Reservists: Training Could Benefit from Examination of Practices at Other Agencies,
GAO-13-250R; Washington, D.C.; Apr 22, 2013.
37 Ibid.
> Ibid.
* Ibid.
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individuals to a disaster. For these agencies training funds are not dependent on whether reservists
are deployed, thereby allowing more flexibility in when training may be provided.*™

In February 2014, a DHS-OIG audit assessed the extent that FEMA accurately disseminated
procurement information to potential applicants during the initial response phase.””" One of the
conclusions by the DHS-OIG is that FEMA should provide training to its employees to ensure they
provide complete and accurate guidance on Federal procurement standards to potential applicants
early in the disaster response period.>” Their audit observed instances where FEMA personnel
provided incomplete and, at times, inaccurate information to Public Assistance applicants regarding
Federal procurement standards.’” The audit further noted that similar instances have been occurring
for several years.’™ The DHS-OIG noted that although the State is responsible for its applicants’
compliance with Federal contracting regulations and guidelines, FEMA staff members also need to
make sure they are not disseminating incomplete or inaccurate information to applicants.375 As a
result, the report recommends FEMA to “provide training to FEMA Joint Field Office Public
Assistance and Office of the Chief Counsel staff on Federal procurement standards to ensure FEMA
provides complete and accurate guidance to applicants consistent with 44 CFR 13.36 and 2 CFR
215.40 through 48, ™7

FEMA s Efforts

According to FEMA, they have ongoing efforts to better ensure that a larger percentage of technical
specialists are deployed, and the right specialties are assigned only when needed and for the proper
duration.’””  One of the outputs of their workforce planning tool is to establish a framework for
training the workforce based on the FEMA Qualification System (FQS).>"® According to FEMA,
these tools will provide the agency with an improved ability to plan and more efficiently align the
personnel, equipment, and training costs for their entire Agency workforce.’”

One example of FEMA’s efforts to build a better disaster management nationally includes the
establishment during 2014 of the National Emergency Management (EM) Leaders Academy.*®® The
Leaders Academy is designed for current and emerging leaders with at least 3 years’ experience in
the emergency management community of practice.**' The training audience includes government,

370 H
Ibid.
7 Department of Homeland Security, Office of Inspector General, FEMA s Dissemination of Procurement Advice
gzarly in Disaster Response Periods, O1G-14-46-D, Washington, D.C.; Feb. 28, 2014.
Tbid.
57 Ibid.
74 Department of Homeland Security, Office of Inspector General, FEMA s Dissemination of Procurement Advice
Eéxrly in Disaster Response Periods, 01G-14-46-D, Washington, D.C.; Feb. 28, 2014.
Ibid. :
376 Department of Homeland Security, Office of Inspector General, FEMA 's Dissemination of Procurement Advice
Early in Disaster Response Periods, O1G-14-46-D, Washingten, D.C.; Feb. 28, 2014,
:Z Federal Emergency Management Agency, FEMA Disaster Workforce Model: Senate Staff Briefing, June 3, 2014.
Ibid.
7 Ibid.
%% Federal Emergency Management Agency, National Emergency Training Center, National Emergency Management
ng) Leaders Academy, Bulletin No. 1059, May 6, 2014,
Tbid. .
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non-profit voluntary organizations, and private sector leaders responsible for emergency
management or homeland security.*?

Recommendations

We recommend that FEMA further improve its workforce training to enhance their skills and
abilities, especially in the area of project management best practices. As stated earlier, we believe
that improved training for both FEMA’s workforce and disaster grantees and subgrantees —as well
as those private sector contractors who locals hire to support their recovery efforts - are critical to
reducing these costs in future disasters.

Further, FEMA should examine and report to Congress on ways to ensure that the credentialing and
qualifications standards that they are requiring of their own workforce are being matched by their
counterparts at the grantee (state) and eligible subgrantee level (ie. local government, community
nonprofits) and those private contractors who provide disaster recovery and mitigation project
management services to these subgrantees.

Also, we recommend FEMA find ways to enhance its deployment planning process to further
emphasize the need for deploying managers and workforce who have the experience working in
those states with remote populations with limited transportation options and seasonal rebuilding
challenges.

%82 Tbid.
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APPENDIX 1: Recommendations
We have reviewed past work from the Government Accountability Office (GAO) and Department
of Homeland Security’s Office of Inspector General (DHS-OIG). A number of these audits have
identified specific costs that their research identified as “ineligible” or “questioned.” Below are
some areas that we believe, with greater focus, could yield cost savings and reductions in waste:

Need for Improvements in FEMA Disaster Recovery Grant Spending: The DHS-OIG has
documented the ongoing problems with the management of disaster recovery spending, including
accounting, ineligible and unsupported costs, and noncompliance with Federal contracting
rf:quirements.3 % The DHS-OIG reported around $1.36 billion in such findings between fiscal years

2009 and 2013.3%

Recommendation: We believe that improved training of both FEMA’s workforce and disaster
grantees and subgrantees —as well as those private sector contractors who locals hire to support thei
recovery efforts - are critical to reducing these costs in future disasters. FEMA also needs to
improve its outreach tools to states which play a critical role in disaster grant management.

Improper Payments: The DHS-OIG’s audits have identified almost $276 million of ineligible
disaster recovery spending for fiscal years 2009 through 2013 3%

Recommendation: FEMA needs to ensure its disaster workforce is properly trained as well
prioritizing this issue within its policies. Further, FEMA should include in its measures of improper
payment error rates to those categories of ineligible expenses identified by DHS-OIG audits.

Closing Out Old Disasters: There are currently 40 open disasters that are over 10 years old and
represent tens of millions in unliquidated obligations to disasters going as far back as 1994.%% And,
for example, twelve of these disasters had been declared during or prior to 1999, accounting for
almost $60 million in yet unspent funds.*®” According to the DHS-OIG, funds obligated for
disasters but not needed by FEMA grantees are not deobligated and released for other uses, and
FEMA has incurred additional administrative costs.*® In addition, there is little compliance with
existing laws that limit the time on recovery spending, according to the DHS-OIG.

% Ibid.
* 1bid.
3831.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2013 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, , O1G-14-102-D, Washington, D.C.; June 10,2014;
OIG-13-90 FY 2012 FEMA Public Assistance and Hazard Mitigation Grant and Subgrant AuditsOlG-13-90,
Washington, D.C.; May 2013; Capping Report: FY 2011 FEMA Public Assistance and Hazard Mitigation Grant and
Subgrant Audits, O1G-12-74, Washington, D.C.; April 13, 2012; Capping Report: FY 2010 FEMA Public Assistance
Grant and Subgrant Audits, DD-11-17, Washington, D.C.; Aug. 23, 2011; and Capping Report. FY 2009 Public
Assistance Grant and Subgrant Audits, DS-11-01, Washington, D.C.; Dec. 2, 2010.
%% FEMA Disaster Declarations Summary - Open Government Dataset: http://www.fema.gov/media-
library/assets/documents/283182id=6292 Note: The 9/11 attack in New York, New York is also a disaster that is over
10 years old and represents $805 million of the total of unliquidated obligations, but due to the unique nature of many of
g\;:[r;v(:iovery and mitigation projects, we have excluded it from our analysis.

id.
#yUs. Department of Homeland Security, Office of the Inspector General, Opportunities to Improve FEMA s Disaster
Closeout Process O1G-10-49, Washington, D.C.; Jan. 2010.
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Recommendation: We recommend that FEMA identify incentives to close out old disasters in order
to minimize the administrative costs of keeping these open. Such incentivizes should include
enforcing compliance with existing laws that aims to limit the length of time a disaster can remain
open.

We are encouraged that the DHS-OIG has planned work to review the currently open disasters to
determine how many projects are open and can be closed based on FEMA policy. To support this
Subcommittee’s oversight efforts, we would benefit that this audit includes detailed information on
the unliquidated obligation balances of open projects and other detailed information to augment our
understanding of the extent that certain disasters—or specific projects or activities within this
inventory of open disasters—can be closed out in a timely manner so that unliquidated obligations
are returned to the disaster relief fund.

Improve Enforcement of ‘Obtain and Maintain’ Insurance Requirements: FEMA’s
information technology (IT) systems may limit the enforcement of statutory requirements to ensure
that properties that received disaster relief now have insurance.*®® For example, the DHS-OIG’s
reviews of its disaster recovery identified $115 million in ineligible costs in its audits of fiscal year
2013 and 2011 disaster spending. **°

Recommendation; We are concerned with the lack of progress made in addressing the issues first
identified in 2001 and believes allowing compliance issues to continue contributes to ongoing
inefficiencies. Further, we recognize that implementing this Stafford Act provision can be best
accomplished through an effective partnership between FEMA and the States, which may identify
additional implementation issues that this Subcommittee may need to consider. We recognize
FEMA's efforts to improve its policy and tracking system, but believe these early efforts need to be
significantly enhanced.

DHS-0IG s Life-Cycle Audits

The DHS-OIG also recognized this state/local recovery capability problem and is moving toward a
‘Life-Cycle audit approach’ to better identify the source of problems and more targeted solutions.**!
We support this effort between FEMA and the DHS-OIG to fix potential issues on the front-end of
the disaster grant process. The DHS-OIG is working with FEMA and expanding their audit efforts
on prevention and monitoring, including advising States, locals, tribes, etc., on proper contracting
and financial management controls.** According to the DHS-OIG, their office will perform 4 types
of audits:

%% See: Department of Homeland Security, Office of Inspector General, FEMA 's Process for Tracking Public
Assistance Insurance Requirements, 01G-12-18, Washington, D.C.; Dec. 16, 201 1. This report notes that that
implementing regulations concerning this Stafford Act provision are in the Code of Federal Regulations
(C.F.R) Title 44, Part 206.
¥01.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2013 FEMA Public
Assistance and Hazard Mitigation Grant and Subgrant Audits, 01G-14-102-D, Washington, D.C. June 10, 2014; and
Capping Report: FY 2012 FEMA Public Assistance and Hazard Mitigation Grant and Subgrant Audits, 01G-12-74,
Washington, D.C.; April, 13,2012.
*! Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
ngfairs, briefing by the Department of Homeland Security’s Office of Inspector General, April 28, 2014.

Ibid.
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e Deployment audits to monitor FEMA'’s immediate disaster response efforts

e Capacity audits to assess financial management infrastructure such as internal controls
and procurement processes grantees/subgrantees (i.e.: State, local, tribal, etc.).

e Early-warning audits for early-detection of non-compliance with FEMA and Federal
policies

e Close-out/completion audits, which are the DHS-OIG’s current process of after-the-fact
reviews of grantee and subgrantee spending.’”*

: 3

In addition to the body of audits and research that have quantified possible financial savings or cost
avoidance in FEMA’s disaster recovery business operations and programs, there are also several
recurring issues of FEMA performance and program efficiency that have non-financial
implications, or potential financial implications in the future.

IT Management: FEMA’s Information technology (IT) systems play an integral role in helping
FEMA fulfill its mission, but challenges exist. For example, the DHS-OIG released a 2011 report
finding that the agency’s IT systems did not effectively support disaster response activities.

Recommendation: We encourage FEMA to prioritize its IT improvements as its systems play an
integral role in FEMA*s mission success. Having the requisite data is essential for planning
purposes. Further, GAO is planning a review of FEMA’s IT systems conformance to provisions
under the Post-Katrina Act. This GAO review should consider assessing the data quality and
reliability in order to efficiently and effectively support disaster management operations.

Increasing Administrative Costs: FEMA’s average administrative costs incurred under the
Disaster Relief Fund have doubled, and administrative cost frequently exceeded FEMA’s suggested
targets. GAO reported that FEMA’s average administrative costs doubled from 9 to 18 percent
during fiscal years 1989-2011, and these administrative cost percentages frequently exceeded
FEMA'’s suggested targets.’* For example, for small disaster declarations (total obligations of less
than $50 million), the target range for administrative costs is 12 percent to 20 percent.**® According
to GAO, four out of every ten had administrative costs that exceeded 20 percent.*”’

Recommendation: We recognize FEMA’s efforts to further emphasize project management spend
plans, and encourage additional quality management best practices be put into use throughout the
entire life of an open disaster. We believe that FEMA could find additional cost efficiencies by
identifying the significant differences between planned project performance and costs versus
ongoing project performance and costs, as GAQ’s 2012 report concluded 3%

3% Ibid.
** Department of Homeland Security, Office of Inspector General, The Federal Emergency Management Agency Faces
Challenges in Modernizing Information Technology, OIG-11-69, Washington, D.C.; Apr. 2011.
%3 U.S. GAO, Federal Disaster Assistance: Improved Criteria Needed to Assess a Jurisdiction’s Capability to Respond
and Recover on Its Own, GAQ-12-838, Washington, D.C.; Sept. 12, 2012,
i: Ibid. GAQ noted that they analyzed 409 small- sized declarations.
Tbid.
% Ibid.
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Need for Increased Transparency in Tracking Disaster Spending: A November 2013
Subcommittee hearing held on Superstorm Sandy recovery found multiple areas for improved
tracking and analyzing of disaster spending.399 The development of a platform for the sharing of
data between FEMA, SBA, and HUD could facilitate the development of funds to address unmet
needs in a more swift and efficient manner.

Recommendations: FEMA needs to continue to work with its partner agencies (such as SBA, HHS,
HUD, etc.) and the Recovery Board to identify additional transparency in its contracts and
acquisition spending to both Congress and the public. One potential fix is to have FEMA consider
ways to better leverage existing data that track both the applicants and properties that are at the
highest risk. This should involve breaking down "information silos" within FEMA that prevent
information from being shared across the agency to entities tasked with assisting the public. This
may significantly reduce costs in the short term, and also reduce long-term spending by identifying
properties that incur the highest recurring losses.

‘We recommend that FEMA recognizes their ability to use the historical disaster recovery data the
agency has collected should be a next-generation asset. This should be an effective tool for planning
and managing future disaster recovery operations such as, predicting the extent of communities’
needs for FEMA’s Individual Assistance (IA) and/or Public Assistance (PA) programs, and the
needed staffing to do a certain jobs, thus this is an opportunity for FEMA to capture greater
efficiency and improve performance. Using this past data more effectively can potentially save the
Agency taxpayer money in helping improve their planning efforts and make data-driven decisions.

We have observed that the DHS OIG does not currently have a data system that provides either
Congress or the general public with accurate records on the status of the implementation of open
recommendations.*” For Congress to comprehensively perform its oversight functions it is
important that congressional subcommittees such as this one can monitor the results of DHS OIG
audit recommendations to verify that the recommended actions are being taken and, to the extent
possible, that the desired results are being achieved. Moreover, we view an agency’s accountability
and quality management as a larger system that relies on internal and external stakeholders
contributioll)oth directly and indirectly to ensure that FEMA’s products and services are efficient and
effective.

%% Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs Subcommittee hearing: ‘One Year Later: Examining the Ongoing Recovery from Hurricane Sandy,”
Washington, D.C.; Nov. 6, 2013.

40 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing by the Department of Homeland Security’s Office of Inspector General, May 29, 2014.

! The general research on total quality management recognizes a “three-spheres” approach that encompasses quality
management, quality assurance, and quality control. For additional examples see

https://services.online. missouri.eduw/exec/data/courses/2392/public/lesson01/lesson01.aspx; or FEMA, Risk MAP
program Quality Assurance Management Plan process, htp://www.fema.gov/risk-mapping-assessment-planning.
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Data Sharing: In September 2013, FEMA released a secure data sharing policy which seeks to
enhance the delivery of federal and non-federal assistance to disaster survivors.*” While we
recognize that sharing data across service delivery partners (State, Tribal, local, and certain other
quasi-governmental entities) is a necessary mechanism in the critical objective of preventing fraud,
waste, and abuse; we are concerned with civil liberty protections of disaster survivors."™ We are
concerned that current policy and procedures do not provide disaster survivors with a complete
understanding of the ways in which their personal data could be used and shared.

Recommendation: We believe that FEMA should immediately provide an option for disaster
survivors to opt-out of their data being shared with organizations and entities beyond those clearly
identified in the Stafford Act section 408(f)(2). In addition, FEMA should provide clear guidelines
to the public on how the information is being distributed to the third-party entities.

Disaster Recovery Policies And Guidance: The “50 percent rule” Case Study: The DHS-OIG’s
May 2013 report found that FEMA misapplied the ‘50 Percent Rule’ to determine project eligibility
for replacement of damaged facilities.*”* The 50 Percent Rule states that a facility is generally
eligible for replacement when the estimated repair cost exceeds 50 percent of the estimated
replacement cost.** The complexities of applying the 50 Percent Rule and a lack of adequate
policies and procedures lead to incorrect decisions that cost FEMA millions of dollars*®®, FEMA
has analyzed the DHS-OIG’s audits and findings to identify a number of root causes for these cost
estimates. According to FEMA officials, they estimate a completed draft policy in 2014 that will be
available for leadership review. "

Recommendation: FEMA should explore the possibility of additional quality management steps
such as preapproving project plans where possible. We believe that this could enhance the
readiness of the rebuilding effort so that when a disaster occurs, the available mitigation funding
may be dispersed more quickly to pre-approved projects. This step could reduce administrative and
planning costs for jurisdictions, expedite the flow of mitigation funding after a disaster, and
ultimately reduce the workload on FEMA personnel in the period after a disaster occurs.

42 Federal Emergency Management Agency, Recovery Policy 9420.1. Secure Data Sharing, Washington, D.C.; Sep. 9,
2013.
“3 According to FEMA Recovery Policy 9420.1, ‘Trusted Partners’ is defined as: Any governmental or non-
governmental entity described and defined in Routine Uses (H), CT), or, in certain instances, (F) of the Disaster
Recovery Assistance System of Records Notice. This policy breaks down Trusted Partners into the following groups: a)
Other Federal Agencies, b} State and Tribal government, c) Local governments and Voluntary Organizations, d) Utility
Companies, Hospitals, and Health Care Providers, €) Voluntary organizations able to provide durable medical equipment
or assistive technology, f) Other entities able to provide durable medical equipment or assistive technology, and
g) Private sector businesses that employ disaster survivors.
¥ {.S. Department of Homeland Security, Office of Inspector General, Capping Report: FY 2012 FEMA Public
ﬁ).jssltz{gnce and Hazard Mitigation Grant and Subgrant Audits, O1G-13-90, Washington, D.C.; May 2013.

id.
“% Ibid.
“7 Senate Homeland Security and Governmental Affairs Subcommittee on Disaster Recovery and Intergovernmental
Affairs, briefing from FEMA officials, May 8, 2014; site visits and interviews per November 6th EMDC Subcommittee
hearing: ‘One Year Later: Examining the Ongoing Recovery from Hurricane Sandy,” Washington, D.C.; Oct. 31, 2013,



150

In addition, we encourage FEMA to further review and streamline all its policies and guidance.
Further, as FEMA goes through its reviews, it needs to coordinate these revisions in concert with
training program develop needs, as well as coordinate these revisions in concert with the
development of grantee/subgrantee outreach strategies and program.

L

Since customer focus is critical to FEMA’s mission, the agency’s workforce is its greatest asset in
working with disaster survivors, all levels of government, and the private and nonprofit sectors. Yet
challenges exists which can result in misspent and wasteful spending and a slower recovery.
Employing and empowering staff that lack necessary qualifications and training can result in
inconsistent application of FEMA’s recovery policies. For example, FEMA’s workforce has
historically received mixed grades in managing response and recovery efforts, and these complaints
were still heard in recent disasters like Superstorm Sandy and in Galena, AK.

Recommendations: We recommend that FEMA further improve its workforce training to enhance
their skills and abilities, especially in the area of project management best practices. As stated
earlier, we believe that improved training for both FEMA’s workforce and disaster grantees and
subgrantees —as well as those private sector contractors who locals hire to support their recovery
efforts - are critical to reducing these costs in future disasters.

Further, FEMA should examine and report to Congress on ways to ensure that the credentialing and
qualifications standards that they are requiring of their own workforce are being matched by their
counterparts at the grantee (state) and eligible subgrantee level (ie. local government, community
nonprofits) and those private contractors who provide disaster recovery and mitigation project
management services to these subgrantees.

Also, we recommend FEMA find ways to enhance its deployment planning process to further
emphasize the need for deploying managers and workforce who have the experience working in
those states with remote populations with limited transportation options and seasonal rebuilding
challenges.
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Appendix 1I- Methodology
To perform this analysis, we focused on the period since the enactment and reorganization of roles
and responsibilities under the Post-Katrina Emergency Management Reform Act.*® We reviewed
congressional oversight efforts such as hearing and appropriations reports, as well as reports and
audits by GAO, DHS-OIG, CRS, Recovery Act Board, and the Council of the Inspectors General on
Integrity and Efficiency. Specifically:
o Congressional hearings and congressional oversight and appropriations reports,
o GAO, DHS-OIG, CRS, Recovery Act Board, and the Council of the Inspectors
General on Integrity and Efficiency
o Interviews with subject-matter experts in disaster management and FEMA programs
o Reviewed and analyzed research on efficiency and performance from organizations
such as IBM Center for Business of Government, Project On Government Oversight,
Project Management Institute, Governing Institute, Homeland Security Studies and
Analysis Institute, Center for Effective Government, (formerly OMB Watch)
Taxpayers for Common Sense, Mercatus Center.

In addition, we interviewed with subject-matter experts in disaster management and FEMA
programs. We also interviewed FEMA officials and requested current documentation in order to
capture the most recent status of FEMA efforts in addressing the issues and audit recommendations
identified in this review. The FEMA officials that we met with as part of this effort include: Office
of the Chief Financial Officer; Response and Recovery Directorate; the Office of Chief Information
Officer/Mission Support Bureau; Protection and National Preparedness Directorate’s Policy,
Program Analysis, and International Affairs office.

P 1. 109-295.
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The Committee on Homeland Security and Governmental Affairs is the Senate’s primary
oversight committee with broad jurisdiction over govemment operations generally and the
Department of Homeland Security in particular.*® Its primary responsibilities are to study the
efficiency, economy, and effectiveness of all agencies and departments of the federal government;
evaluate the effects of laws enacted to reorganize the legislative and executive branches of
government; and study the intergovernmental relationships between the U.S. and states and
municipalities, and between the U.S. and international organizations of which the U.S. is a member.
The year after passage of the Homeland Security Act of 2002, the Committee’s name changed from
the Governmental Affairs Committee to the Homeland Security and Governmental Affairs
Committee as its jurisdiction expanded to include homeland security issues. The Committee now
oversees and receives legislation, messages, petitions, and memorials on all matters relating to the
Department of Homeland Security, except for appropriations, the Coast Guard, the Transportation
Security Administration, immigration, customs revenue, commercial operations, and trade.*1°

The Homeland Security and Governmental Affairs Committee have four subcommittees:
Emergency Management, Intergovernmental Relations and the District of Columbia (EMDC);
Permanent Subcommittee on Investigations (PSI); Financial and Contracting Oversight (FCO); and
the Efficiency and Effectiveness of Federal Programs and the Federal Workforce (FPFW)411

The Subcommittee on Emergency Management, Intergovernmental Affairs, and the District
of Columbia (EMDC) focuses on emergency management, disaster relief and issues relating to the
oversight of the District of Columbia.*'* This Subcommittee is responsible for oversight of FEMA
and all of its emergency management responsibilities, including preparation for, response to,
recovery from and mitigation against natural and man-made disasters. The Subcommittee also
reviews the administration of post-disaster relief funds and oversight of financial assistance
programs, like homeland security grants. In addition to these responsibilities, this Subcommittee
oversees the interrelationship between the Department of Homeland Security and states, localities
and first responders in preventing and responding to natural disasters, terrorism, and other man-
made disasters. The Subcommittee is also responsible for all matters regarding the oversight of the
District of Columbia, including the District court system.*”* The Emergency Management,
Intergovernmental Affairs, and the District of Columbia subcommittee became a full subcommittee
in the 113™ Congress. In prior Congresses, this Subcommittee’s predecessors were organized as ‘ad
hoc’ subcommittees, the Ad Hoc Subcommittee on Disaster Recovery and Intergovernmental
Affairs,"* and the Ad Hoc Subcommittee on Disaster Recovery,*'* respectively.

Mark Begich, Chairman Rand Paul, Ranking Member

4% S. Senate Committee on Homeland Security and Governmental Affairs; see:
http://www hsgac.senate.gov/about/jurisdiction
30y :
Ibid.
“ Ibid,
#2 gubcommittee on Emergency Management, Intergovernmental Affairs, and the District of Columbia; see:
http://www.hsgac.senate.gov/subcommittees/emdc/about
T bid,
4 http://www.hsgac.senate.gov/subcommittees/disaster-recovery-and-intergovernmental-affairs/about
41511.S. Senate, Ad Hoe Subcommittee on Disaster Recovery, Committee on Homeland Security and Governmental
Affairs, Far From Home: Deficiencies in Federal disaster Housing Assistance After Hurricanes Katrina and Rita and
Recommendations for Improvement, 111® Congress, 1% Session, S. Prt. 1117, Washington, D.C.; Feb. 2009.
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Post-Hearing Questions for the Record: “The Path to Efficiency: Making FEMA More
Effective for Streamlined Disaster Operations.”
July 24, 2014.

Questions for John Roth, DHS Inspector General

1. As we discussed during this hearing, can you provide this Subcommittee with statistics on
FEMA'’s compliance with DHS-OIG recommendations? This information should include the
number of DHS-OIG recommendations to FEMA since fiscal year 2009, along with
information such as (1) the age of these recommendations, (2) the number and percent (and
dollar amount if applicable) that FEMA has implemented versus disagreed with the DHS-
OIG, and (3) the number, dollar amount and percent of DHS-OIG questioned costs that
FEMA has waived.

a. In addition, as [ stated, we believe that if such information is publically available, it
will enhance congressional oversight responsibilities as well as help promote
FEMA’s follow-through of your recommendations. Have you considered adding
such features to your public website or at least providing Congress with access to
your internal recommendation tracking system? What budgetary, technological or
legal challenges should we be aware of?

Response

We appreciated your suggestion during the hearing that we provide additional information about
the status of open recommendations to the Congress and the public. To that end, we have added a
feature to our public website that lists all open recommendations, their age, and the component
involved. It is available from the front page of our website, http://www.oig.dhs.gov/, and a copy
of it is attached. We have also broken out from that list all recommendations directed at FEMA.
That is also attached. Additionally, our Semi Annual Report (SAR) to Congress provides
information on OIG accomplishments, as required by the IG Act. Information reported in our
SAR includes reports issued and a schedule of amounts due and recovered/deobligated during
the time period.

In summary, from FYs 2009 through 2013, DHS OIG’s Office of Emergency Management
Oversight (EMO) made 1,284 disaster-related recommendations to FEMA, including both
administrative and financial recommendations. (This total does not include recommendations
from our non-EMO audits, such as audits of FEMA’s State Homeland Security and Urban Areas
Security Initiative grant programs, financial statements, and information technology policies and
systems.) Administrative recommendations include improving policies, strengthening internal
controls, and the like. Financial recommendations relate to ineligible/unsupported costs
questioned and funds put to better use (FPTBU), such as deobligation of unused funds and cost
avoidance. As the table below shows, as a result of EMO recommendations made in the last

5 FYs, DHS OIG has recovered $245 million in questioned costs and $250 million in FPTBU.
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Funds Put
Questioned Recovered to Better Recovered
FY Number Cost Cost Percent Use FPTBU Percent
2009 278 148,814,335 73,729,799 | 50% 19,607,308 15,794,010 1 81%
2010 244 128,775,743 60,252,805 | 47% 66,370,650 52,844,837 | 80%
2011 302 *983,868.591 69,508,099 1 *7% 28,599,547 204455511 7%
2012 210 279,205,200 32,377,963 1 12% 144,321,161 49,418,829 | 34%
2013 250 399,394,576 9,551,097 2% 128,962,450 | 111,072,582 | 86%
TOTAL | 1,284 | $1,940,058,445 | $245,419,763 | 13% | $387,861,116 | $249,575,809 | 64%

*Note: In FY11, one recommendation questioned $643,000,000 of ineligible costs, of which none was recovered. If
not for that, the percent of recovered cost for FY11 would have been 20%, making the total percent of recovered
cost 19%.

Regarding amounts of questioned costs that FEMA has waived, our systems do not track that
specific information. However, our capping reports on disaster grant audits discuss the fact that
FEMA frequently waives Federal procurement regulations and allows costs we question for non-
compliance with those regulations. We are currently analyzing all EMO questioned costs related
to procurement violations for FYs 2009-2013. We will issue our report in FY 2015, and it will
quantify amounts FEMA allowed based on its waivers of Federal procurement regulations.

2. Your office is now using a “life-cycle approach” to its audits of FEMA activities in order to
better identify the source of problems and more targeted solutions.

a. Please further describe what some of the *“root causes” are that you are finding?

b. How is this approach coming along and has there been any proven results to date?

Response

Our life-cycle approach to audits is proving successful and has received numerous compliments
from FEMA and the state/local governments and non-profit entities we audit. Receiving
compliments and notes of appreciation from auditees is refreshing and, candidly, a new
experience for us.

In FY 2014, we will issue about 65 reports related to FEMA’s use of the Disaster Relief Fund.
These reports will include nine “capacity” and two “early warning” disaster grant audit reports
with recommendations that, if implemented, will save over $75 million in Federal funds. These
early audits identify areas where FEMA subgrantees may need additional technical assistance or
monitoring to ensure compliance with Federal regulations. In addition, by undergoing audits
early in the grant cycle, subgrantees have the opportunity to correct non-compliance with Federal
regulations before they spend the majority of their funding. It also allows them the opportunity to
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supplement deficient documentation or locate missing documentation before too much time
elapses.

The “root causes” of problems these early audits identify are very similar to those causes that
traditional audits identify—chiefly the lack of sufficient knowledge, training, and oversight. The
difference is that identifying the causes of problems early in the grant process allows us to help
FEMA correct them, which results in prevention of fraud, waste, and abuse, rather than detection
after the fact.

We are beginning to develop new performance measures, in addition to the amount of misspent
money detected, to better measure the important contribution these audits make. Preventing
fraud, waste, and abuse is far more efficient than trying to chase misspent money, and we believe
it is important to ensure that this contribution gets measured in meaningful ways.

In addition to these early disaster grant audits, we have issued seven reports this year (listed
below) that relate to our deployments to major disasters. These reports assess FEMA’s responses
to disasters and identify areas where FEMA can improve its performance related to disaster
response and recovery and mitigation of future disaster damages.

» FEMA Should Take Steps To Improve the Efficiency and Effectiveness of the Disaster
Assistance Helpline for Disaster Survivors That Do Not Speak English or Spanish, OIG-
14-118-D

» FEMA's Initial Response to the Colorado Flood, OIG-14-111-D

Mitigation Planning Shortfalls Precluded FEMA Hazard Mitigation Grants to Fund

Residential Safe Room Construction During the Disaster Recovery Phase, O1G-14-110-D

FEMA's Response to the Disaster in Galena, Alaska, OIG-14-106-D

FEMA’s Slab Removal Waiver in Oklahoma 4117-DR-OK, OIG-14-100-D

FEMA's Initial Response to the Oklahoma Severe Storms and Tornadoes, O1G-14-50-D

FEMA'’s Dissemination of Procurement Advice Early in Disaster Response Periods,

01G-14-46-D

3. A DHS-OIG January 2010 report identified problems in FEMA s ability to close out
disasters, and you noted that you will be updating this work. Our analysis found that there
are 40 open disasters that are more than 10 years old, and 12 of these disasters had been
declared before 1999. As we discussed, the longer these stay open the more administrative
costs they incur. How can we be more efficient?

a. Have you noticed a move in a positive direction with regards to FEMA’s ability to
close out disasters sooner?

Response
We have a similar concern about the time disasters remain open. It has been 10 years since the

infamous “Florida 4” and 9 years since Hurricanes Katrina and Rita ravaged Florida and the Gulf
Coast. As you know, FEMA requires sub-grantees (applicants) to complete eligible work within

3
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timeframes established by regulation. These timelines begin on the declaration date of the major
disaster or emergency. The timelines correspond to type of work. They are 6 months for Debris
Clearance and Emergency Protective Measures, and 18 months for Permanent Work. For Debris
Clearance and Emergency Protective Measures, the State may grant up to an additional 6 months
(for a total of 12 months) for the completion of Debris. For permanent work, the State may grant
up to an additional 30 months (for a total of 48 months). If sub-grantees need additional time, the
FEMA Regional Administrator can approve it.

Because many disasters exceed the above timeframes, we recently initiated an audit to determine
the average timeframes it takes applicants to recover from disasters. If the average duration of a
disaster differs significantly from the above-mentioned timeframes, we will likely recommend
that FEMA take actions to (1) accelerate the disaster recovery period, and or (2) establish
recovery timeframes that are more realistic.

We hope that this audit will give us some insight into the significance of the problem. We
believe that the increased attention to this problem is creating awareness within FEMA of the
necessity to close out disasters sooner. However, as you noted at the hearing, the current
statutory and regulatory structure gives grantees and subgrantees little incentive to close out
disasters in a timely manner.

4. In our analysis of FEMA’s efficiency we identified the need for increased transparency in
tracking disaster spending as a critical challenge facing FEMA. Are there any
recommendations or legislative actions that can help improve the monitoring of contractors
used by public assistance applicants?

Response

American Recovery and Reinvestment Act (ARRA) required ARRA grantees to report to the
Recovery Accountability and Transparency Board the names of the contractors hired with ARRA
funds. We believe that program has been a success and that a similar reporting requirement to
FEMA or the OIG for Public Assistance sub-grantees would be beneficial. Such reporting would
enable an analysis of disaster assistance contractors. That analysis should help identify disaster
assistance contractors who have a history of poor performance and require closer monitoring.
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Post-Hearing Questions for the Record: “The Path to Efficiency: Making FEMA More

Effective for Streamlined Disaster Operations.”
July 24, 2014.

Questions for Joseph Nimmich, FEMA Associate Administrator

1.

Our analysis has identified almost $276 million in wasteful spending on ineligible costs,
according to DHS-OIG audits from 2013 to 2009. Many of these IG finding seem to be
recurring each year.
* To what extent are the root causes:
i. Lack of training of FEMA’s workforce?
ii. Information technology systems?
iii. Clear policies that states and locals can follow?

» How is FEMA addressing these recurring problems?
Responses:
A) To what extent are the root causes:

The information provided in response to the root causes questions are from FEMA-wide
Headquarters audits, assembled by FEMA’s Audit Liaison Office (ALO).

i. Lack of training of FEMA’s workforce?

Approximately 6% of findings analyzed to date are related to training of FEMA’s
workforce.

* FEMA is fully committed to and fully recognizes the importance of continually
improving training provided to the disaster workforce. However, current open
recommendations from FEMA-wide Headquarters audits show that 2.3% (20 out of
850 open recommendations) pertain to training issues: 6% (8 out of 143) are related
to insufficient training or lack of training for FEMA personnel, and 1.8% (12 out of
677) are related to “Training/Exercises” defined as “FEMAs staff and partners have
been properly trained to administer FEMA’s programs, as well as having tested that
knowledge through disaster simulations.”

ii. Information technology systems?
Approximately 6% of findings analyzed to date are related to IT Systems.
if. Clear policies that states and locals can follow?

Approximately 39% of the findings analyzed to date are related to FEMA’s policy.
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B) How is FEMA addressing these recurring problems?
i. Lack of training of FEMA’s workforce?

In recent years, FEMA has undertaken a number of steps to ensure all FEMA employees
have the training and experience required to successfully fulfill their disaster roles. The
Agency established the FEMA Qualification System (FQS) in the fall of 2012 as part of a
multi-faceted transformation effort to provide a credentialed and qualified disaster
workforce. FQS defines the training and experience requirements of all Incident
Management and Incident Support positions and it requires individuals to demonstrate
performance prior to being certified as qualified in these positions. FQS ensures fair and
objective qualification and training standards to strengthen the capabilities of the disaster
workforce and effectively support response and recovery operations across 23 programs
known as cadres.

FEMA has also taken significant steps to improve the management of its incident
workforce. In November of 2013, the Agency convened an executive-level task force to
conduct a complete review of FEMA’s cadre management structure. This review led to
the publication of new cadre management policy and doctrine, the establishment of an
Incident Workforce Executive Steering Committee (IWESC), and the assignment of a
cadre coordinator and additional support staff as required for every FQS cadre. Cadre
coordinators are accountable for ensuring the readiness of incident workforce members,
including training, equipment, and performance requirements. They are also accountable
for ensuring cadre members have access to and are familiar with program-specific
information required to effectively perform incident duties.

By the end of 2013, 72 percent of FEMA’s incident workforce held an FQS Incident
Management or Incident Support position. Of those employees, 28 percent were rated as
trainees and 71 percent as qualified, increases from 2012 of 8 percent and 19 percent
respectively. Additional gains will be achieved as FEMA’s training facility capacity
increases. Given the link to demonstrated performance during incidents, additional staff
will achieve the necessary qualifications following their next disaster deployment.

Further, FEMA is working to reduce the incidence of procurement violations by
establishing comprehensive training programs for FEMA employees and other
stakeholders in Federal procurement standards that apply to disaster assistance applicants.

In April 2014, FEMA’s Office of the Chief Counsel (OCC) established the Procurement
and Fiscal Law Division’s Procurement Disaster Assistance Team. The team has a cadre
of deployable field attorneys whose primary mission is to ensure the uniform application
by FEMA employees of the Federal procurement standards, to include 44 C.F.R. § 13.36,
2 C.FR § 215, and related FEMA policies and guidance. The deployable field attorneys
support FEMA personnel by providing training and guidance to ensure a consistent
understanding across the agency of federal procurement standards. In support of
FEMA's field counsel, the team providcs legal advice to Public Assistance officials on
procurement matters.
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On July 2, 2014, the Procurement Disaster Assistance Team released the first of a series
of web-based trainings, available to FEMA staff and applicants, on procurements under
grants ( http://www.fema.gov/media-library/assets/documents/96773 ). The 40-minute
block of instruction provides a high-level overview of the standards that apply to the full
range of applicants—State, local, and Tribal governments, as well as private non
profits—along with some “best practices” and illustrative examples of procurement-
related findings from DHS OIG reports.

In addition, the Procurement Disaster Assistance Team assists disaster assistance
applicants in understanding the requirements for procuring services using federal
assistance. The Procurement Disaster Assistance Team supports applicants in a variety
of ways, to include: providing just-in-time and steady-state training, as well as live
training; developing guidance on federal procurement requirements; reviewing applicant
procurement policies and procedures; and reviewing proposed applicant procurement
actions to advise FEMA Public Assistance officials as to whether those actions comply
with federal procurement requirements.

il Information technology systems?

FEMA is working to modernize its technology to better support disaster operations, and
specifically grants management. Current grants management systems cannot provide the
data needed to validate grantee eligibility or effectively monitor and manage grants. A
business case is currently in development, led by the Office of the Chief Financial Officer
(OCFO) and the Office of the Chief Information Officer (OCIO) that will define grants
systems modernization strategy and implementation path. This effort is aligned with the
FEMA IT Enterprise Systems and Technology Roadmap and is supported by FEMA’s
active participation in the DHS Financial Assistance Segment Architecture Working
Group, which is addressing financial systems modernization efforts.

As part of technology modernization, IT programs will provide real time training through
intuitive system design and user interfaces, responsive help menus, and interactive job
aids that can ensure users are able to effectively use FEMA-provided IT capabilities at
the time the tools are needed.

Further, FEMA is implementing a new system for deploying and tracking the
qualifications of its incident workforce. This new system, the Deployment Tracking
System, will replace the Automated Deployment Database and will help ensure FEMA
deploys a well-qualified workforce, one that has the training, skills, and experience
required to rapidly and effectively respond to, recover from, and mitigate threats and
hazards. Full operational capacity of this new system is anticipated on December 31,
2014.

iii. Clear policies that states and locals can follow?
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FEMA's Recovery Directorate provides an example of how the agency is establishing
more clearly defined policies can be seen in the work being done by FEMA’s Recovery
Directorate. Specifically, the Public Assistance Division is combining the Public
Assistance Guide, Policy Digest, Debris Management Guide, Applicant Handbook, and
all 9500 series polices into a consolidated Public Assistance guidance document. The
final product will be a single comprehensive document currently set for completion July
1,2015.

Publication of the guidance will accomplish the following:

e Consolidation of all policy and guidance into one document to improve
consistency of application and program implementation.

¢ Eliminate duplication, redundancy, and inconsistency between policy documents.

o Simplify and clarify existing guidance and reduce misinterpretations to improve
efficiency and effectiveness of field operations and reduce the number of appeals.

¢ Allow for a more streamlined approach to updating and maintaining the relevancy
of policy.

. Our analysis has noted that FEMA has instituted a greater reliance of project
management “spend plans.” Could you tell us how these spend plans have controlled
costs and improved the ability to estimate future resource needs?
¢ What are other management controls that FEMA is using to control costs under
the disaster response and recovery missions?

Response: Over the past several years FEMA has focused on improving its disaster
resource management. These efforts include both improving the projection of resource
needs and managing disaster costs, as outlined below, in a more efficient and effective
manner.

FEMA requires spend plans for all major disaster declarations and requires categorized
month by month resource needs projections for the current fiscal year as well as life of
disaster projections. Spend plans are updated on a monthly basis. In addition to
providing projections of resource needs, spend plans provide the detail needed by
leadership to determine program priorities and the status as well as necessity of
adminjstrative costs. This level of detail allows leadership to determine if communities’
priorities are being met (e.g. Public Assistance by project) and if administrative costs are
essential for the conduct of operations.

FEMA has also focused on controlling costs in the following ways.
1. Operating small disasters from established regional facilities (virtual disasters) to

significantly reduce both facility and support personnel costs;
2. Operating multiple disasters out of the same facility;
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3. Focusing on management of overtime in a more focused manner. Since 2011, FEMA
has reduced per person, per pay period overtime at disaster field offices from 20
hours per pay period in 2011 to 6.5 hours per pay period in 2014; and

4. Reducing telecommunication costs. Since 2013, FEMA has reduced
telecommunications costs by over $1M per month by strengthening management
controls over wireline and wireless devices. For example, service for wireless
devices that have no activity in 30 days is suspended.

3. As we discussed during this hearing, can you provide this Subcommittee with additional

information on open disasters, specifically on the number of times (and the cost amount)
for each open disaster that have reached their ceiling on management costs where FEMA
has granted extensions or an increase in those costs, including a summary of FEMA’s
rationale.

Response: FEMA does not grant increases in the state management cost ceiling amounts.
44 CFR regulations for Major Declarations declared on or after November 13, 2007
authorize state management costs at rates of 3.34% for Public Assistance and 4.89% for
Hazard Mitigation. Disasters which are open longer than 8 years require an approved
extension for the use of the available funds up to the ceiling amount. Prior to November
13, 2007, regulations provided for state management funding through a sliding scale
calculation which also did not allow the Agency to increase the ceiling amounts.

! Disasters that occurred prior to November 13, 2007 that are still open utilize this sliding scale calculation.
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Questions from Chairman Begich é}-AO

1. As you know, FEMA’s administrative costs for disasters have been increasing for
the last several years.

a. What guidance or process, if any, has FEMA put in place to reduce the
administrative costs of disasters?

FEMA is taking several steps intended to reduce administrative costs for major
disasters. In November 2010, FEMA officials created a management guide that outlined
steps Federal Coordinating Officers (FCOs)' could take to better control administrative
costs associated with major disasters while still achieving FEMA’s mission. The guide
noted that disasters of similar size and type had witnessed growing administrative costs
over a 20-year period and that little emphasis had been placed on managing overall
administrative costs. According to FEMA officials, the Office of Response and Recovery
is responsible for establishing guidelines for administrative costs and ensuring that
FCOs receive training on the guidelines. Since 2010, FEMA has initiated other efforts
intended to better control administrative costs. For example, FEMA has begun
conducting quantitative analyses under the agency’'s FEMAStat program to study the
drivers of administrative costs, and the implementation of alternative procedures to
streamline the review and approval process for Public Assistance grants. Furthermore,
in July 2014, FEMA issued its Strategic Plan for 2014-2018, which includes an objective
to reduce the average annual percentage of administrative costs for field operations, as
compared to total program costs, by 5 percentage points by the end of 2018. As part of
our ongoing review of disaster administrative costs, we wiil be assessing FEMA's efforts
to better manage and control these costs. We plan to report this information to you by
November 2014.

b. We understand that you are doing foliow-up work on this issue — can you talk
about what you’ve found to date?

in September 2012, we reported that FEMA’s average administrative cost percentage for
major disasters doubled from 9 percent in the 1989-t0-1995 period to 18 percent in
2004-t0-2011 period. 2 Our follow-up work shows that FEMA’s average administrative
cost percentage was 18 percent during fiscal years 2012 and 2013, and thus, there has
not been a significant change in FEMA’s average administrative cost percentage since
our previous report. Specifically, FEMA’s administrative cost percentages for major
disasters have doubled since fiscal year 1989, averaging 18 percent during fiscal years
2004 to 2013. In total, FEMA obligated $12.7 billion for its administrative costs for major
disasters declared during fiscal years 2004 to 2013. FEMA is taking various steps
intended to reduce administrative costs, as described above. As part of our ongoing
work, we will assess these efforts and what steps FEMA has taken to implement our
September 2012 recommendations. For example, we recommended that FEMA
implement goals for administrative cost percentages and monitor performance to
achieve these goals. FEMA partially agreed with this recommendation, citing the

* An FCO is responsible for managing the FEMA's Joint Field Offices (JFOs}), which serve to coordinate FEMA's
response and recovery resources and activities in the affected state foliowing a Presidential Disaster Declaration.

2 GAO, Federal Disaster Assistance: Improved Criteria Needed to Assess a Jurisdiction's Capability to Respond and
Recover on its Own, GAO-12-838 (Washington, D.C.: Sept. 12, 2012).
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agency’s need to first review and study the issue before implementing measures. As part
of our ongoing work, we will determine the extent to which FEMA has further evaluated
this issue and implemented our recommendation. We will also assess more current
efforts, such as how FEMA plans to achieve the 5 percentage point reduction in its
average annual percentage of administrative costs for field operations—articulated in its
recently issued strategic plan. We plan to report this information to you by November
2014.

2. You've reviewed FEMA’s workforce management in 2012 and 2013, and your testimony
notes that FEMA has followed a number of your recommendations. Based on our review
of FEMA's efficiency challenges, we believe that FEMA should invest further in workforce
training that is focused on reducing misspent and wasteful spending. Are there
additional ways we can improve the quality of FEMA’s workforce?

Our prior human capital management recommendations focused on ways to improve
FEMA'’s ability to assess and prioritize agency-wide workforce planning and training efforts
in a comprehensive and integrated way. FEMA has addressed some of our past
recommendations and is working to address others. For example, in May 2012, we
recommended that FEMA establish to (1) a mechanism to monitor its regions'
implementation of disaster assistance employee policies and procedures, and (2) the
employees’ implementation of FEMA's disaster policies and procedures.. FEMA resolved
the issues of inconsistent implementation of these policies by centralizing contro! over hiring,
training, equipment, and deployment within a single headquarters-based office. FEMA
documented its centralization process in a management directive that converted the disaster
assistance employees program to a new “disaster reservist” program that is managed
through the centralized office. With this new management approach, FEMA is better
positioned to monitor impiementation of reserve program policies and procedures and
ensure consistency.® In another report issued in March 2013, we recommended that FEMA
examine the training practices of other agencies with disaster reservist workforces to identify
potentially useful practices. FEMA has begun gathering information from other agencies to
provide a basis for such an analysis.* In a third report issued in April 2012, we
recommended that FEMA develop systematic processes to collect and analyze agency-wide
training data. FEMA concurred and, as of September 2013, has begun to more
systematically gather training information to implement an evaluation strategy.® Our current
work is designed to assess the status of FEMA's efforts to respond to our recommendations,
and how FEMA has implemented specific aspects of the Post-Katrina Emergency Reform
Act related to the agency’s ability to ensure a weil-trained, professional disaster workforce.
In addition, we are assessing the extent to which FEMA has mechanisms in place to assess
the impact of the two new components of its disaster workforce—Department of Homeland
Security Surge Capacity Force and FEMA Corps. As part of our on-going work, we plan to
identify and potentially recommend additional ways to improve the quality of FEMA's
workforce.

3 GAO, Disaster Assistance Workforce: FEMA Could Enhance Human Capital Management and Training, GAQ-12-
538 (Washington, D.C.: May 25, 2012).

4 GAO, FEMA Reservists: Training Could Benefit from Examination of Practices at Other Agencies, GAO-13-250R
(Washingten, D.C.: Mar. 22, 2013).

5 GAOQ, Federal Emergency Management Agency: Workforce Planning and Training Could Be Enhanced by
Incorporating Strategic Management Principles, GAQ-12-487 (Washingten, D.C.. Apr. 26, 2012).
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Question from Senator Pryor

3. FEMA has a number of grant programs and there is little or no coordination of the review
processes for applications. in your testimony, you mention that FEMA “could benefit from
examining its grant programs and coordinating its application process to eliminate or reduce
redundancy...” Are there other specific federal agencies that FEMA should look to be an
example of how to streamline its preparedness grants? If so, please briefly describe the
effectiveness of those federal agencies with streamlined grant procedures and the lessons
for FEMA within those procedures.

We have not reported on specific agencies as modelis for effective grant streamlining, our
work in this area has focused on government-wide initiatives and guidance. Because the
federal government uses grants to achieve many national objectives by providing program
funding to state and local governments, management of federal grants to state and local
governments is a key issue that we monitor on an ongoing basis. According to the Office of
Management and Budget (OMB), federal outlays for grants to state and local governments
increased from $91 billion in fiscal year 1980 (about $225 billion in 2012 constant dollars) to
about $545 billion in fiscal year 2012. See figure 1.

Figure 1: Total Federal Outlays for Grants to State and Local Governments, in 2012
Constant Dollars, Fiscal Years 1980-2012
Dollars in billions
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Source: GAO analysis of OMB data.

Streamlining federal grant procedures is a longstanding issue. The Federal Financial Assistance
Management Improvement Act of 1999, among other things, required that federal agencies
streamline processes, use common application systems, and consuit with grantees.® We
reported in April 2005, that grant making agencies had made progress in some areas of grant
administration, for example, by developing a common plan for streamlining processes.’
However, in 2005 we found that efforts toward common electronic systems for reporting

© Pub. L. No. 106-107, § 5, 113 Stat. 1486, 1487-88.

7 GAO, Grants Management: Additional Actions Needed to Streamiine and Simplify Processes, GAO-05-335,
(Washington, D.C., Apr. 18, 2005).
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financial and performance information had not been developed, further, individual agencies had
not all reported on their progress annuaily, as required, among other things. We made five

recommendations to OMB to improve its management of federal grants streamlining efforts and
OMB took actions to implement each of the recommendations. After we issued our report, the
National Grants Partnership® issued its own report in July 2005, building on our
recommendations.® Table 1 summarizes the NGP’s recommendations.

Table 1: Summary of Recommendations

Recommendation Audience
OMB | Agencies | Grantees
Analyze all key modernization drivers: policy, people, process, and technology
. .
Stakeholders should focus on the business process of grant making before
discussing information technology systems implementation or modernization L4 L4 L
Understand the state of the custom, GOTS, and COTS grant management
product offerings . L4 L4
Harmonize Federal financial assistance legisiation
[ L]
Elevate grants streamlining to the President’'s Management Agenda
L]
Establish a Grants Ombudsman in the Office of Federal Financiat
Management within OMB and provide additional resources focused on Federal L4
grants management
Establish an overall Program Management Office to oversee grant
streamiining initiatives and report to the Office of Federai Financial L4 L4
Management
Create a Chief Grants Officer Council to address the unique processes and
requirements of the grants management function and serve as an advisory L4 A4
body to the PMO
Work in partnership with constituencies to develop a grants business process
that is standardized across the grants enterprise L4 L4
Communicate the value of grants streamlining to non-Federal grantors
L] L]

8 The Nationa! Grants Partnership was established in 2004 to bring together government and non-government
individuals with an interest in improving the grants process in the United States. The Partnership provides to
stakeholders a forum for discussion and research on grants administration issues.

® The National Grants Partnership, White Paper Series, Accelerating Grants Streamfining: Furthering the

Recommendations of the GAQ Grants Streamiining Report, (Washington, D.C., July 2005).
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Adopt and collaboratively extend data standards such as the Uniform Financial
Data Elements and Definitions (as proposed by the National Grants L L] .
Partnership’s Uniform Guidelines Project), and look for further data standard
consolidation opportunities across ali grant programs

Inventory existing back-office systems, identify overlaps, and consolidate
simitar functions. For example, Federal agencies can develop consolidated ° L4
interfaces with Grants.gov, and use the “Apply” functionality as leverage to
consolidate back-end business processes

Interact proactively, repeatedly, and regularly to better understand mutual
concerns and experiences with grant programs L4 L4

Consolidate State and local grantees’ stovepiped grant offices

Source: The National Grants Partnership

Nonetheless, progress has been slow. As we reported in a May 2013 update, there have been
a series of legislative- and executive-sponsored initiatives aimed at reforming aspects of the
grants management life cycle.'® For example, a new grants reform governance body, the
Council on Financial Assistance Reform (COFAR), replaced two former federal boards--the
Grants Policy Committee (GPC) and Grants Executive Board (GEB). The OMB created COFAR
and charged it with identifying emerging issues, chalienges, and opportunities in grants
management and policy and providing recommendations to OMB on policies and actions to
improve grants administration.

As we reported in May 2013, although COFAR has recently identified several high-level priority
goals for 2013 through 2015, it has not yet released an implementation plan and agencies
involved with current grants management reforms are not always clear on their roles and
responsibilities for various streamlining initiatives which may cause such initiatives to fanguish.
We recommended that the Director of OMB: (1) develop and make publicly available an
implementation schedule that includes performance targets, goal leaders who can be held
accountable for each goal, and mechanisms to monitor, evaluate, and report on resuits; (2)
clarify the roles and responsibiiities for various streamlining initiatives; and (3) develop an
effective two-way communication strategy with relevant stakeholders. OMB generally concurred
with our recommendations and described some actions it plans to take to address these
recommendations such as using a more detailed project plan internally and scheduting outreach
events with federal partners and members of the grantee community to address some of the
challenges we found.

1° GAO, Grants Management: Improved Planning, Coordination, and Communication Needed to Strengthen Reform
Efforts, GAO-13-383 (Washington, D.C., May 23, 2013).
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